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Tips from the top 

/fbiy to make an 
after-dinner speech 

Management, Pag® 10 
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McCain mutiny 

Brothers fall out in 
Canadian food empire 

Management, Page 10 



Ted Tamer 

Looking for action 
: JSI .... in Hollywood 
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Daimler-Benz 

Changing down to 
a leaner machine 
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Hamburg voters 
, deliver a strong 
rebuke to Kohl 

Hamburg voters delivered a resounding snub 
to the ruling coalition of German chancellor Hel- 
mut Kohl and to the opposition Social Democrats. 
Winners in the city election, according to first 
firm forecasts, were all the protest parties led 
by the Greens, who doubled their support 
Page 16 

Clinton launches health plans President 
Bill Clinton this week launches his plan for reforms 
to the US healthcare system, under which all 
Americans would be guaranteed access to a stan- 
dard package of benefits. Page 6 

European Monetary System: Conditions 
in the exchange rate mechanism grid were a great 
deal more relaxed at the end of last week. Only 
. 7.71 percentage points divided the weakest currency 
* in the system, the Danish krone, from the strongest, 
the Dutch guilder. That Is only a little more than 
half of the permitted divergence. One of the best 
performing currencies in the system last week 
was the Spanish peseta, which is less than 2 per- 
centage points below' the D-Mark in the grid. 
Currencies, Page 27 


Rival Olympic lobbyists spend more than $150m 


| By Financial Times reporters 

CONTENDERS TO stage the 2000 
Olympic Games have poured well 
over $l54m into an unprece- 
dented global lobbying battle 
which reaches a climax this week 
in Monaco. 

The campaign has broken all 
records for the intensity and 
emotion, the resources and inge- 
nuity invested in winning the 
votes of the 91 International 
Olympic Committee delegates. 
The figure excludes the large 


amounts spent by China, which 
has not provided expenditure fig- 
ures. 

The five rivals - favourites 
Sydney and Beijing, along with 
Manchester, Berlin and Istanbul 
- present their final arguments 
to the IOC on Thursday. They 
have already gone to great 
lengths to impress one of the 
world's most courted electorates, 
spending more than £lm a dele- 
gate to promote their claims. 

China has lent a priceless 2^00- 
y ear -old life-size terracotta war- 


rior to the new Olympic museum 
in Lausanne - a project dear to 
the heart of Mr Juan Antonio 
Samaranch, the International 
Olympic Committee's president. 

Daimler Benz, the German 
motor group, and a leading spon- 
sor of the Berlin bid. will make 
its presence felt on Thursday by 
providing 40 limousines and 12 
large buses for the meeting. 

Delegates have been flown 
around the world, to stay at first 
class hotels to assess the sites. 
Seventy-nine of the IOC's 91 
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UK threatens to 
block French 
initiatives on EC 
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The chart shows the member currencies of the 
exchange rale mechanism measured against the 
weakest currency in the system After the r eform 
of the exchange rate mechanism an August 2 1993. 
one member currency can rise against another 
by as much as 15 percentage points in the system r s 
grid. The exception is the divergence between the 
D-Mark and the Dutch guilder, which remain tied 
to each other in a 2.25 per cent band. 

Canada's cigarette headache: Cross-border 
smuggling of cigarettes from the US poses problems 
for Canada's tobacco industry. Page 16 

Tourists in second crash; Sixteen British 
tourists whose coach crashed in northeast France 
on Saturday survived a second accident yesterday 
when an aircraft hired to Qy them home crashed 
while trying to take off from Troyes. Five people 
were taken to hospital Two of the original group 
died in the coach crash. 

Major admits problems: British prime minis ter 
John Major admitted that rightwing critics of 
his leadership were undermining the government’s 
authority. Page 16 

1 Queen greets Keating: Queen Elizabeth 
made Australian premier Paul Keating welcome 
with a barbecue when he visited her at Balmoral 
to brief her on his hopes to make his country 
a republic. Later, he was greeted on arrival in 
Dublin by Irish prime minister Albert Reynolds. 

Demjanjuk free to leave Israel 

Israel's Supreme Court 
s rejected demands that 

w if ' “/ .%./£,* John Demjanjuk, 73 

(left), acquitted in 
July of being Nazi 
killer “Ivan the Terri- 
ble". should face another 
trial and said he was 
free to leave the country 
after a seven-year legal 
fight. He is expected 
to return to Cleveland 
in the US. where be 
settled after the second world war. 

Bosnian doubts: Bosnia’s president Alija 
lzetbegovic cast doubt on a plan for the republic's 
partition after mediators failed to win concessions 
from Serb and Croat leaders. Page 2 

World Bank will raise lending: The World 
Bank will increase lending commitments by up 
to $3.2bn in its current fiscal year from $26.9bn 
in the 12 months to June 30. partly because of 
the growing financing needs of former co mm u n i s t 
states. Page 4 

Student killed In Florida: A 17-year-old 
exchange student from Turkey was found dead 
near the Tampa, Florida, home where he was 
staying. Neighbours said he had apparently been 
beaten to death. 

Paramount bidding fear: Speculation Is 
intetf Jying that other US media moguls will 
initiate a bidding war for Paramount Communica- 
tions, the film and publishing group which agreed 
to be acquired by Viacom for $8.2bn. Page 17 

Georgian peace hope: Georgian and Abkhazian 
representatives signed an agreement to withdraw 
their forces from the war zone in Ab khazia . Geor- 
gian leader Eduard Shevardnadze had earlier 
app eale d to Russia and the west for help. 

Sihanouk to be king: Cambodian lawmakers 
endo rsed a new constitution paving the way for 
veteran leader Prince Norodom Sihanouk to be 
king, a return to the throne he vacated nearly 
40 years ago. 

Telescope retrieved: Astronauts used the 
space shuttle Discovery's robot arm to retrieve 
a German ultraviolet telescope deployed to study 
the life cycles of stars. It will be returned to earth- 


By Kevin Brown in Tokyo, 
Quentin Peel in Bonn and John 
Ridding in Paris 

THE British government 
threatened yesterday to block 
French EC initiatives unless 
Paris drops threats to veto the 
Blair House agreement on farm 
trade. 

Mr John Major, the British 
prime minister, said in speeches 
and interviews in Tokyo that 
French opposition to the agree- 
ment was “wrong and danger- 
ous". 

Officials said Mr Major was 
“extremely concerned” about the 
possibility that the Uruguay 
Round negotiations on the gen- 
eral agreement on tariffs and 
trade migbt unravel if Paris suc- 
ceeds in reopening the agree- 
ment. which sets out a common 
EC and US position on agricul- 
tural trade. 

France remained resolute in its 
opposition to the US-EC Blair 
House agreement, threatening to 
veto the deal unless its EC part- 
ners agreed that negotiations 
would be reopened. 

“The EC cannot conclude any 
Gatt agreement without a unani- 
mous decision of its members." 
said Mr Nicolas Sarkozy, the gov- 
ernment spokesman, after a 
meeting of cabinet ministers 
called to discuss today's negotia- 
tions in Brussels. 

A statement issued by the 
prime minister's office said: “The 
so-called Blair house pre-accord 
is incompatible with the reform 
of the EC’s Common Agricultural 
Policy." As a result, the state- 
ment said, discussions must be 


Major denounces French campaign 
against farm trade agreement 


PAGE 3 

■ Hopes rise that farm trade 
deal can be saved 

■ Gloomy outlook for EC steel 


launched on a new basis between 
the EC and its partners, particu- 
larly the US. 

Mr Major's comments set the 
scene for a fierce argument over 
the agreement at a meeting in 
Brussels today of EC farm, for- 
eign and trade ministers. 

The conflict is causing growing 
worries in Bonn that the British 
government may take alm ost as 
intransigent a position in defence 
of the Blair House agreement as 
the French government is taking 
in attacking it - thus precipitat- 
ing deadlock. 

“The British seem to see this as 
a good way of undermining the 
Franco-German alliance." a 
senior Bonn official said at the 
weekend. "They are taking a very 
hard line In rejecting any 
attempt to help the French gov- 
ernment" 

Germany's position has been 
that it is not ready to “renegoti- 
ate" the Blair House accord, but 
is prepared to try to ‘‘reinterpret” 
it to soften the blow for French 
exports. 

Privately. British officials used 
much stronger language. A 
senior aide to the prime minister 
said the UK was "determined to 


stop the French wrecking the 
Uruguay Round”. 

Britain is understood to be 
drawing up a list of EC issues on 
which life could be made “diffi- 
cult" for France. 

Officials refused to be drawn 
on details, but the top priority is 
likely to be blocking French 
ambitions for the proposed Euro- 
pean Monetary Institute to be 
located in France with a French 
president 

Britain also raised the prospect 
of international sanctions against 
French goods if Paris insists on 
reopening Blair House. 

Officials said Mr Major had 
been assured that the Cairns 
Group of 14 agricultural export- 
ing nations would impose penal 1 
tariffs on French products if 
Paris was thought to be imperill- 
ing the round. 

Mr Major discussed the issue in 
London on Friday with Mr Paul 
Keating, the Australian prime 
minister, who chairs the Cairns 
Group. 

Mr Major was also said to have 
received a sympathetic hearing 
from US president Bill Clinton, 
and to have discussed the issue 
with German chancellor Helmut 
Kohl. 

The British warning of a possi- 
ble EC crisis was thought to be 
aimed in part at shoring up Ger- 
man support for Blair House fol- 
lowing ambiguous comments by 
Mr Kohl after a meeting with Mr 
Balladur last month. 


BMW Rolls-Royce engine 
may power upgraded DC9s 


By Paul Betts, Aerospace 
Correspondent, in London 

BMW ROLLS-ROYCE, the 
aero-engine joint venture 
between the UK power group and 
the German luxury carmaker, is 
in active talks with McDonnell 
Douglas of the US to provide new 
powerplants to r^engine old DCS 
twin-engine jets. 

The re-engining programme, 
which may initially involve up to 
160 DCS airliners built 25 years 
ago, would represent a signifi- 
cant breakthrough for BMW 
Rolls-Royce in its efforts to 
develop a new BR7GQ family of 
engines ranging from 12,0001b to 
22,0001b of thrust to power eorpo- 
! rate jets and regional 100-seat air- 
, liners. 

The joint venture, formed three 
years ago, has already won 
orders from Gulfstream and 
Canadair to power new business 
jets with its 15.0001b thrust BR710 
engine. 

The two companies see a big- 
ger market in the 100-120 seat air- 
liner sector for its more powerful 
20,0001b thrust BR715 engine. 

Apart from the DC9 negotia- 
tions with McDonnell Douglas, 
the joint venture is also planning 
to offer the BR715 to power the 
proposed twin-engine RJX 


regional jet, which British Aero- 
space and Taiwan Aerospace are 
considering developing in their 
new joint venture. 

BMW Rolls-Royce executives 
have already held preliminary 
talks with Taiwan Aerospace and 
are offering Taiwan some compo- 
nent manufacturing if the BR715 
is eventually selected for the 
RJX 

The talks with McDonnell 
Douglas follow the US group’s 
decision to offer financially 
weaker airlines an upgraded ver- 
sion of the DCs as a cheaper 
alternative to acquiring new air- 
craft. 

The upgrade, which would 
involve new engines meeting 
more stringent noise and emis- 
sion standards as well as new 
cockpit avionics, would stretch 
the life of the DC9 by 15 years. 

It would provide a new 
approach to helping financially 
strapped airlines to finance their 
fleet renewal programmes, since 
a fully refurbished DC9 is expec- 
ted to cost about S18m, against 
$30m-|35m for a new twin-engine 
100-120 seater airliner. 

McDonnell Douglas is already 
in advanced negotiations with 
Air Canada and Finn air to 
upgrade a total of 42 DC9s. The 
two airlines are expected to 
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decide whether to accept the DC9 
offer or buy new aircraft by the 
end of this year. 

Other airlines with large DC9 
fleets include Northwest with 
147, USAir with 73. Continental 
with 34. TWA with 46 and SAS 
with 36. 

Overall, there are nearly 750 
DC9s which will have to be either 
upgraded to meet new standards 
or replaced with new aircraft 

McDonnell Douglas is seeking 
to maintain its share of the twin- 
engine airliner market with this 
programme, against intense com- 
petition from Boeing, which 
recently launched the 737X, and 
the European Airbus A320. 

Boeing is developing the foster, 
longer-range 737X as a replace- 
ment for older 737s as well as an 
eventual replacement for DC9s. 

Rolls-Royce and its partners in 1 
the International Aero Engine I 
consortium, which manufa ctures 
the V2500 engine, have decided 
not to compete for 737X business 
against the Franco-American 
CFM International partnership of 
GE and Snecma. 

Sir Ralph Robins, the 
Rolls-Royce chairman, said: “We 
saw no point in entering the 737X 
competition." 
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members have visited Manches- 
ter in the north-west of the UK, 
while 66 have made official visits 
to Sydney. A group of five-star 
Australian hoteliers provided 
A$Lm of accommodation. 

Behind the scenes big business 
is thought to have a played influ- 
ential roles in the campaigns. 
Large sponsors such as Coca- 
Cola, Kodak and IBM are thought 
to be unanimous in wanting Bei- 
jing. An IOC official : “It will give 
them astonishing presence and 
contacts in the only world mar- 


ket experiencing double-digit 
growth.” 

Governments are also pegging 
their reputations to the bids. Mr 
John Major, Mr Paul Keating and 
Mrs Tansu Ciller, the British. 
Australian and Turkish prime 
ministers, are expected to take 
part in the Monaco presentations. 

Giant banners extolling their 
cities' virtues hang from the side 
of the eight-storey Manchester 
headquarters of Granada TV. net- 
work television producer, and 
flutter from the Sydney Harbour 


Bridge. Istanbul's slogan - -Let's 
Meet Where the Continents 
Meet." is plastered all over the 
Turkish city. 

An IOC evaluation report this 
summer placed Sydney first and 
Manchester second in terms of 
the technical merits of their facil- 
ities. But the prize for the most 
thorough promotion has already 
gone to Beijing. 

Continued on Page 16 
Olympic campaigns. Page 8 
Editorial Comment, Page 15 
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Alexander Kwasniewski, leader of Poland’s Democratic Left Alliance, goes to vote with his wife Iolanta 

Left sees gains in Polish polls 


By Anthony Robinson aid Christopher Bobtnski in 
Warsaw 

POLAND’S former communists appeared to have 
made gains in close-run parliamentary elections 
yesterday as many voters switched allegiance from 
the mainstream. ex-Solidarity. parties in power 
since the communists fell in 1989. 

Straw polls in Warsaw indicated a leftward shift, 
but the high volatility of voting signalled a very 
dose race. 

Tbe mainstream Democratic Union (TJD) party of 
Ms Hanna Suchocka, the oatgoing prime minister, 
which has been at the centre of government since 
1989, might be relegated to third place. 

If opinion polls are borne out, the strongest par- 
ties will be the two with roots in the communist 
past They are tbe Polish Peasants party, which is 
tipped to become the largest single party with 
about 18 per cent of the votes, and the Democratic 


Left Alliance (SLD). with up to 15 per cent. Hud- 
dles of voters were still making up their minds 
yesterday afternoon at the polling station on a 
housing estate on the edge of Warsaw. 

Many voters there and at nearby polling stations 
said they had little enthusiasm for any of the 35 
parties competing for election to the 460-seat Sejm, 
the lower house of parliament, or the 100-seat 
Senate. 

While many voters agreed that their lives had 
improved since the Solidarity movement brought 
down the communist system, several cited the alli- 
ance's acrimonious disintegration as grounds for 
shifting their votes. 

More than 27m were eligible to vote yesterday in 
the second general election since Poland became 
the first country in eastern Europe to sweep com- 
munists from power in August 1989. 

Lengthy inter- party horse-trading is likely to 
begin this morning in the light of the poll results. 
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Survey shows Europe narrowing gap with US 

EC labour costs to 
fall below Japan 


By David Goodhart; 

Labour EdRor 

AVERAGE European Com- 
munity hourly labour costs 
will this year fall below those 
in Japan for the first time, and 
Europe is also narrowing the 
gap with the US, according to 
the Economist Intelligence 
Unit's annual survey of Euro- 
pean labour costs. 

The survey, based on produc- 
tion workers in manufacturing, 
casts some doubt on the grow- 
ing pessimism about Europe’s 
ability to compete in world 
markets. 

But the favourable trend for 
European hourly wage costs is 
largely doe to the strength of 
the yen and the dollar and 
European wages are still expec- 
ted to rise faster than in the 
US or Japan this year. The sur- 
vey predicts a rise of 43 per 
cent in Europe, down from 5.7 
per cent in 1992, compared 
with 33 per cent in the US and 
23 per cent in Japan. 

The survey also finds that 
western Germany’s wage cost 
problem is deteriorating fur- 


ther. The country tops the 
league table with an hourly 
average of $25.34, well ahead of 
Switzerland on $22.46. The 
problem is compounded by the 
strength of the D-Mark against 
other European currencies. 

In contrast Britain’s labour 
costs will drop to an hourly 
average of $12.90 this year, less 
than half the Her man rate and 

a third lower than the Euro- 
pean average. The UK is placed 
12th in the table of 16 western 
European countries at the 
lower end of the “Europe 
medium” cost band which is 
headed by France, moving 
ahead of Italy and Finland. 

The “Europe high" group in 
order of cost is: western Ger- 
many. Switzerland, Norway, 
Belgium, Netherlands, Den- 
mark, Sweden and Austria. 
The Europe “medium group” is 
France. Italy. Finland, UK, 
Ireland and Spain, while the 
Europe “low group" is Greece 
and Portugal, with the latter 
on $439 per hour. 

“While France has pursued a 
‘franc fort’ policy, Italy has 
been able to reap the Ijenefits 


of currency devaluation follow- 
ing the lira’s suspension from 
the ERM last year. The UK fig- 
ures suggest that a similar pat- 
tern is emerging for Britain”, 
says Mr Graham Hatton, direc- 
tor of the survey. 

The survey takes account of 
all direct payments made to 
employees, including overtime, 
bonuses and holiday pay, plus 
non-wage costs incurred by 
employers such as health and 
social insurance costs. 

On that basis, average 
weighted EC labour costs will 
be $18.64 an hour this year - a 
63 per cent decline since last 
year in dollar terms - com- 
pared with $16.58 in the US, up 
7 per cent year-on-year, and 
$19.05 in Japan, up 18 per cent 
For western Europe, including 
several non-EC European coun- 
tries, the figure is $19.08. 

The gap between European 
and US labour costs will nar- 
row to 15 per cent in 1993, 
against 26 per cent the previ- 
ous year. 

Available from Economist Intel- 
ligence Unit (Business Europe), 
Tel: (071) 830 1000. 


Izetbegovic undermines 
Bosnia compromise hopes 


By Laura Sltber in Belgrade 

BOSNIA’S President Alija 
Izetbegovic at the weekend 
cast doubt over whether he 
would endorse a plan for the 
republic's partition after inter- 
national mediators failed to 
win concessions from Serb and 
Croat leaders. 

“Peace is everybody’s dream 
in Bosnia-Hercegovina. but not 
peace at any price,” Mr Izetbeg- 
ovic told Sarajevo radio on Sat- 
urday. 

Lord Owen and Mr Thorvald 
Stoltenberg. the international 
mediators, accelerated their 
efforts at the weekend to 
clinch a deal between the three 
leaders of Bosnia's rival com- 
munities. 


“If there Is no sign of getting 
signatures on the agreement 
then the meeting [tomorrow] 
may not take place.” Lord 
Owen was quoted as saying. 
Mr Izetbegovic, a Moslem, 
played down speculation that 
he would sign the “compro- 
mise” package dividing Bosnia 
into three ethnic republics 
unless his mostly Moslem 
mini-state received more land. 

“What was offered in Geneva 
we rejected and we will reject 
again if they make the same 
offer.” he said. “I personally 
don't see it and I told Owen 
that” 

But Serb and Croat leaders 
at the weekend reiterated their 
refusal to cede any more land 
than already agreed at 


the Geneva peace talks. 

The peace envoys met Cro- 
atian President Franjo Tudj- 
man and the Bosnian Croat 
leader, Mr Mate Boban, in an 
attempt to persuade them to 
give the Moslems access to 
Adriatic ports. 

But Mr Boban dismissed any 
possibility of giving up Neum. 
a fishing port on Bosnia's 
patch of Adriatic coastline. 
“We will never concede any 
Croatian territory," he said. 

Fighting appeared to subside 
yesterday after separate cease- 
fires came into effect But Sara- 
jevo radio reported that 15 peo- 
ple were killed and 27 injured 
in south-western Mostar, 
where 50,000 Moslems are 
under a Croat siege. 


German insurance plan in disarray 


By Quentn Fed m Bonn 

CHANCELLOR Helmut Kohl’s 
plans to build a new pillar of 
Germany's social security sys- 
tem in time for nest year’s 
elections were in disarray at 
the weekend, after compromise 
talks with the opposition 
Social Democrats were aban- 
doned. 

The project for a new multi- 
billion D-Mark insurance 
scheme to pay for residential 
care for the old and handi- 
capped, to be jointly financed 
by contributions from workers 
and employers, faces opposi- 
tion from business and trade 

unions. 

Hopes for a cross-party con- 
sensus were dashed by the lib- 
eral Free Democratic party 
(FDP), the minority partners in 
the ruling coalition, which, 
rejected on Friday any sugges- 
tion of renegotiation with the 
opposition SPD. 


MR Steffen Heitmann, Chancellor Helmut 
Kohl’s candidate for federal president when the 
post is vacated next year, yesterday came under 
criticism from the Free Democrats, the junior 
partner in the governing coalition, for remarks 
he made about the Holocaust, writes Judy 
Dempsey in Berlin. 

In an interview with toe Sftddentsche Zeitung 
daily, Mr Heitmann, justice minister of the 
eastern state of Saxony, said: “The time has 
come - now that the post-war period is finally 
over after German unification - to put this 


event [the Nazi period] in its proper place. He 
said the killing of 6m Jews by the Naas was a 
unique event, but that Germany “must not 
have a special role until the end of time"- 
The Christian Social Union, sister party of Mr 
Kohl’s Christian Democratic Union, stul has to 
decide whether to back the CDlTs candidate. 
But the controversy surrounding Mr Heitinann 
may persuade the Free Democrats to apply 
more pressure on Mr Hans Dietrich Genscher, 
the former foreign minister, to stand, despite 
his reluctance. 


Mr Kohl has called the lead- 
ers of the reding coalition far 
talks today in an attempt to 
end the dispute, which is 
beginning to threaten the gov- 
ernment’s cohesion. 

The cancellation of negotia- 
tions with the SPD led to bitter 
recriminations, above all from 
Mr Norbert Rio™, the employ- 
ment minister from Mr Kohl's 
Christian Democratic Union 
(CDU), and Mr Rudolf Dressier, 
deputy parliamentary of 


the SPD. Both accused the FDP 
of breaking its promise to dis- 
cuss the issue. 

At its heart is a promise by 
the grwr pmwipTit to compensate 
German employers for their 
extra contributions towards 
toe cost of the nursing care 
scheme - estimated at DM13bn 
($Sbn) in the first year. 

The present proposal, 
already before the Bundestag, 
toe lower house of parliament, 
proposes cancelling one day of 


paid sick leave for workers, 
thereby reducing the guaran- 
teed payment from three days 
to two. 

That has aroused opposition 
from the SPD and trade 
unions, who have announced a 
“hot autumn” of protest 
against the plan. 

The employers oppose the 
entire public insurance 
scheme, saying it should 
remain a private, voluntary 
scheme until the economy 


recovers enough to pay for tf 
They reject the compensation 
plan as inadequate, arguing 
that it would amount to a one- 
off reduction in their costs, 
whereas the price of residential 
care, with a steadily ageing 
population and ever-shrinking 
workforce, would increase rap. 

idly. . 

Without a cross-party con- 
sensus. the plan wifl be con- 
demned to negotiations in a. 
conciliation committee, 
between the Bundestag, where 
the coalition has a majority, 
and the Bundesrat, the. upper, 
house of parliament where the 
SPD has a majority. That 
would delay the plan and leave 
the solution in doubt 

The apparently inter minabl e 
debate over how to fin a nce the 
nursing care scheme has 
already been a significant fac- 
tor in fuelling popular discon- 
tent with the political estab- 
lishment 


Poland’s old 
guard lures 
rural voters 



Polish 

elections 


POLAND , 
whose success- 
fill free-market 
reforms are the 
toast of the 
western finan- 
cial commu- 
nity, yesterday 
was set to elect 
a parliament 
with a far-left majority, writes 
Anne Applebaum m Naklo. To 
understand why, it helps to 
visit Naklo, a provincial town 
of 15,000 people In western 
Poland 

In Naklo - which has an old 
market square, a single cin- 
ema, a museum which displays 
memorabilia from the last war 
and not much else - the advan- 
tages of communism’s demise 
seem scarce. Few people here 
care much about the freedom 
to travel or the freedom of the 
press, which have enhanced 
life for residents of larger 
cities. 

The disadvantages, however, 
are clear. A series of regional 
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This is the business traveller 
who made a mistake. 


2 . 


Here is the place he 
realised it. 




financial scandals have created 
much resentment; the word 
“thieves” has been scrawled on 
election posters of free-market 
parties. 

like other towns of compara- 
ble size, Naklo’s economy 
depends on small, state-owned 
agricultural enterprises, 
iimliiHirig - a sugar factory and 
several meat packing plants. 
Whereas larger state enter- 
prises in more important cen- 
tres attracted government sym- 
pathy and foreign investment, 
cuts in agricultural subsidies 
and increased imports have 
forced many of these small 
companies to dismiss workers 
in the name of efficiency. Now, 
23 per <~pnt of Naklo’s inhabit- 
ants are unemployed. 

Yet even those who have 
managed to find new jobs seem 
to resent making the effort In 
small towns people dislike 
change, even when it appears 
to have left them better off. 

“I am voting for the old com- 
munists because the brick fac- 
tory I used to work in was 
ruined by privatisation,” said 
one Naklo man, whose grocery 
shop did not exist four years 
ago. 

Down the street, in a shop 
selling imitation Teflon frying 
pans and plastic cutlery, the 
proprietor said he would vote 
for the Polish Peasant's party 
(PSL), formerly allied to the 
Communist party, because his 
nine-acre farm had been put 
out of business by the eco- 
nomic reforms. “The Peasant's 
party will give bigger credits to 
farmers, and then 1 can go 
back to farming." 

None of those questioned 



Naklo, where few of toe town's residents care about life’s basic freedoms 


believed the former commu- 
nists and their allies repre- 
sented a new form of social 
democracy. 

“I am voting for the former 
communists because they rep- 
resent the old nomenklatura, 
and I am a member of toe old 
nomenklatura,” said one 
policeman. 

Those who support economic 
reform at the national level 
have done a poor job of mar- 
shalling support in the town. 
Although the former commu- 
nists still have a local cell, few 
of the other political parties 
have local activists; although 
Warsaw newspapers have 
changed ownership in recent 
years, the regional press 
remains, in Naklo and else- 
where, in the hands of former 
communists. 

So while the former commu- 
nists represent a clear, familiar 
option to the inhabitants of the 
town, the many parties which 
descend from the former dissi- 
dent movement represent a 
confusing cornucopia of ideas, 
ideals and leaders. In Naklo, 
toe tiny group of anti-commu- 
nist intellectuals, once united 


by their membership of Soli- 
darity, are now divided and 
disoriented. 

Thus Mr Janusz Wybranski. 
a former Solidarity leader, is 
standing fix* on the 

ticket of toe Centre Alliance, a 
descendant of Solidarity’s right 
wing, because he believes his 
Christian democratic ideals are 
closest to the old movement 

B ut Mr Janusz Chrzaszcz, 
a local art collector who 
suffers from Chekhov- 
ian frustration at toe absence 
of intelligent conversation in 
the town, said he supported 
the Democratic Union, a party 
linked with former dissidents 
which he sees as the party for 
intellectuals. His wife, mean- 
while. chose the Labour Union, 
the left wing of the old Solidar- 
ity movement, because she 
believes in higher pensions for 
old people. 

Even priests, once the most 
effective opponents of commu- 
nism in Poland, can no longer 
offer dear advice. On election 
day the local church was over- 
flowing. At the end of mass, 
those standing at the back 


strained to hear the priest's 
electoral advice. 

“There are many people run- 
ning for Poland's parliament 
who oppose our national tradi- 
tions and faith, people who ate 
anti-religious and anti-church," 
he said. “Please keep this in 
mind as you vote." 

While that could be con- 
strued as advice to vote 
against the former commu- 
nists, it could also be inter- 
preted as opposition to those 
former dissidents who support 
abortion rights and oppose reli- 
gion in schools. Perhaps that 
explains why church-goers 
walking towards the polling 
booths professed support for no 
less than six different parties. 

But the habits of commu- 
nism are still strong; many of 
Naklo’s inhabitants were not 
voting at all Sitting at a local 
bar one young man said he did 
not care to go to the polling 
booths. “I am unemployed so 1 
am not interested in politics," 
he said. “In any case, I don’t 
see what politics have to do 
with Naklo.” 

Anne Applebaum is foreign 
editor of The Spectator 


' This is the bed they said was 
a queen-size. 
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This is the movie they 
showed on TV. 




5 . 


This is the important paper 
that wasn’t delivered. 
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This is the important paper 
he couldn’t find. 



7 This is the place he should 
have stayed. 
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Rifkind to 
question 
Moscow 
on N-arms 


By David White, Defence 
Correspondent, in Moscow 

THE British defence secretary, 
Mr Malcolm Rifkind, Is 
seeking clarification from 
Moscow and Kiev about toe 
recent agreement for Ukraine 
to hand over to Russia its 
strategic nuclear weapons and 
its share of toe Black Sea 
naval fleet 

Mr Rifkind arrived in 
Moscow yesterday. In toe first 
visit by a UK defence minister 
since the break-up of toe 
Soviet Union, he will meet 
defence chiefs from both 
countries this week. 

Mr Rifkind said the 
agreement earlier this month 
between President Boris 
Yeltsin and Ukraine’s 
President Leonid Kravchuk 
left open several crucial 
questions including the 
timetable for the transfers and 
how the agreements were to be 
ratified. 

The nuclear agreement 
covers 176 intercontinental 
missiles as well as 
air-launched weapons based In 
Ukraine. 

Mr Rifkind said the missiles 
themselves, as distinct from 
the warheads, also needed 
clarifying. 

Discussions will also focus 
on joint peace-keeping efforts 
and Russian attitudes to 
peace-keeping in former Soviet 
territories. It was important 
that any Russian participation 
should come under an 
international mandate, Mr 
Rifkind said. 

An agreement on UK 
assistance for resettling 
former members of the 
Russian armed forces Is doe to 
be signed today 


Doubts surround Yeltsin’s 
agreement on early poll 


By John Lloyd In Moscow 

MR Boris Yeltsin, the Russian 
president, has appeared to 
agree to an early presidential 
election hut has left open the 
timing of the poll and the law 
under which it would be held. 

His decision at toe weekend 
to call elections contradicts 
earlier statements that he 
wished to serve out his term of 
office to 1996. However, it is 
unlikely that elections can be 
held this autumn as there is no 
majority among regional lead- 
ers and the time is too short to 
prepare for the pofl. 

Parliament must approve the 


calling of elections, and as yet 
there is no agreed electoral 
law, no deal between the presi- 
dency and the parliament on 
the division of powers and no 
agreed draft constitution. 

Mr Yeltsin also moved to 
strengthen his position at the 
weekend by issuing a decree 
confirming Mr Yegor G aidar as 
first deputy premier, appoint- 
ing Mr Nikolai Golushko as 
security minister and putting 
Mr Yuri Skokov, a close ally, 
in the powerful role of secre- 
tary of the Security Council. 

Mr Gaidar has repeatedly 
underscored the need to curt) 
state spending to bring infla- 
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tion and the budget defic 
under control However, in 
call for lower taxation I 
appears to conflict with tl 
stated aims of Mr Boris Fyod 
rov, the deputy prime ministi 
in charge of finance. 

Mr Yeltsin also stripped Gei 
eral Alexander Rutskoi, tl 
dissident vice-president, of h 
one remaining right - to star 
in for Mr Yeltsin during h: 
absence from the country. 

Mr Yeltsin is to continue hi 
seites of high-profile visits t 
military units based nes 
Moscow. In the past fortnigl 
he has visited tank, paratroc 
and Interior Ministry bases. 
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Gloomy 
outlook 
for EC 
steel 


NEWS: INTERNATIONAL 


By Andrew Baxter 


71 


THE EUROPEAN Comm unity’s 
steel industry is benefiting 
from improved prices and 
reduced imports from eastern 
Europe bat is still in a “pre- 
carious situation." according 
to a confidential European 
Commission report. 

"No improvement or even 
stabilisation in steel demand 
can be expected in the short 
term, nor is an improvement 
in tbe macroeconomic climate 
or in steel-consuming sectors 
on tbe cards." it says. 

Tbe "working document" 
will be reviewed by EC indus- 
try ministers at their meeting 
in Brussels tomorrow, accord- 
ing to Reuters. 

The document provides a 
gloomy backdrop to the meet- 
ing, which will discuss tbe 
progress of the Commission- 
backed plan to restructure the 
industry. 

It confirms reports from the 
big steel producers, which say 
that demand for steel is still 
falling in Germany, Europe's 
biggest market The only big 
market where steel demand is 
rising is the UK. 

Tbe Commission's document 
says a major deterioration in 
sales on the EC market had 
only partly and temporarily 
been offset by an increase 
in exports, especially to 
China. 

It estimates that erode steel 
production in the EC will 
reach 125m tonnes in 1993, 
down about 10 per cent from 
1991. "The financial results of 
*3 the undertakings will there- 
fore be disappointing and in 
many cases they will make a 
loss in 1993,'’ it says. 

However, prices are up 
about 10 per cent from tbe 
beginning of 1993, partly 
because of reduced imports. 
Steel producers have argued 
that prices still have to rise 
further to recoup foils of as 
much as 30 per cent since 
1990. 


FT writers assess the likelihood of keeping the farm trade accord intact at meetings in Brussels this week 


Hopes rising that deal can be saved 


The main 


By David Gardner in Brussels 


EC FOREIGN, agriculture and 
trade ministers will today try 
to refine French demands for a 
renegotiation of last year's 
Blair House deal on farm trade 
into a package Brussels can 
feasibly negotiate with Wash- 
ington, but without reopening 
the original accord. 

France's threat to veto Blair 
House means that the Euro- 
pean Commission and current 
Belgian presidency of the EC 
have three priorities for this 
extraordinary, potentially 
stormy, and almost certainly 
lengthy meeting, due to be 
attended by 35 ministers. They 
must at all costs avoid a vote, 
prevent any time-wasting man- 
oeuvres which would wreck 
chances of meeting the Decem- 
ber 15 deadline for concluding 
the overall Uruguay Round 
world trade reform process, 
and insist that the Commission 
retains its mandate to negoti- 
ate with the EC's trading part- 
ners without further con- 
straint 

Hopes are rising that several 
of the French demands, sup- 
ported by Spain and Ireland, 
can be accommodated without 
reopening Blair House. “I don't 
think there's that much room 
for manoeuvre, but there is 


some," Mr Rene' Steichen, EC 
farm commissioner, told the 
FT last Thursday. 

France's main objective 
appears to be to safeguard its 
food, and particularly cereals 
exports, from Blair House's 21 
per cent cut over six years in 
the volume of subsidised 
exports. In addition, Paris will 
eventually need to present to 
French farmers hostile to the 
accord what looks like an 
extensive list of concessions. 

The reformed Common Agri- 
cultural Policy aims - through 
big price and production cuts - 
to get EC cereals prices down 
to world level by a 1997 target. 
If it succeeds, food could be 
exported without subsidy, and 
therefore without reference to 
the Blair House restraints. 
Most of France's demands are 
aimed at ensuring this target is 
met. 

Politically, however, a strat- 
egy to boost competitiveness 
through price and production 
cuts is not something Parts can 
easily sell to its farmers. 
French negotiators will again, 
therefore, insist that nothing 
can be agreed within the world 
trade negotiations which goes 
beyond the CAP reform. 

The Commission for its part 
will underline that Blair House 
protects the CAP from chal- 



Two of the key players: Ray MacSharry (left) and Flans Andriessen talk to press in Brussels after 
reaching the accord at Blair House, Washington, last November 


lenge by its trading partners. 
The full compensation to EC 
farmers for tbe CAP price cuts 
are not treated by the deal as 
subsidies, and it also contains 
a "peace clause" through 
which signatories would 
refrain from attacking each 


other's farm regimes. 

France's robust stand will 
ensure every effort is made, 
particularly by its traditional 
ally Germany, to try to find a 
solution. But Germany's own 
demands, for further protec- 
tion for its farmers against a 


rising D-Mark, risks additional 
complications. 

Until the August 2 decision 
to float EC currencies within 
15 per cent fluctuation bands 
of the exchange rate mecha- 
nism, every realignment since 
1984 had pushed up farm prices 


to follow the movement of the 
strongest currency. This was 
designed to protect German 
formers, since the chief reval- 
uing currency was invariably 
the D-Mark. Tbe German cur- 
rency thereby achieved a 
“weighting" in the “green" 
European currency unit which 
gives the farm Ecu a value 
now 21 per cent greater than 
the market Ecu. With realign- 
ments now off the agenda, 
because of the huge fluctuation 
bands set on August 2, Bonn 
wants the mechanism restored 
to pacify its formers. 

This would require poten- 
tially large new EC budget out- 
lays, when the form budget is 
aleady up against Its manda- 
tory ceiling. It would also tie 
French form competitiveness 
to a tiring D-Mark, nullifying 
part of the CAP reform price 
cuts, which freed French agri- 
culture from prices set for Ger- 
man productivity some 20 per 
cent lower than its own. 

Speculation that Paris and 
Bonn will press jointly for each 
other's demands therefore 
looks shaky, and the UK is 
leading other northern coun- 
tries flatly opposed to breaking 
the form budget to satisfy the 
Germans and sweeten any 
eventual Blair House deal for 
France.* 


points of 

Blair 

House 


■ Subsidised farm exports 
to be cut by 21 per cent in 
volume over six years. Value 
to be cut by 36 per cent, with 
internal supports trimmed 
by 20 per cent 


■ EC land for oilseeds 
production limited to 5.128m 
hectares. 


■ Oilseeds for industrial use 
limited to lm tonnes. 


■ 10 per cent of EC oilseeds 
land to be set aside 
permanently. 


■ Compensation allowed to 
EC farmers for taking land 
out of production. 


■ A six-year "peace clause" 
agreed on outstanding 
disputes, preventing either 
US or EC from taking 
unilateral action against each 
other on trade. 


■ Extension to EC agreement 
to curb exports of subsidised 
beef to Asian countries. 


Farmers make sure French government gets message 


By David Buchan in GateHes, 
near Chartres 


MR CLAUDE CARRE was yesterday 
back on his form in GateUes some 
100km from Paris, weary but satis- 
fied. 

He was weary after spending the 
past four days helping to orchestrate 
Co-ordination Rurale’s “blockade" of 
the French capital. But he was satis- 
fied that although the campaign 
only resulted In marginal disruption 
- "we never wanted to lay siege to 
Paris," says Mr Carrt - the French 
government yesterday restated its 
threat to veto Europe's form deal 
with the US if European Community 


ministers meeting in Brussels today 
show no willingness to revise the 
deal's terms. 

If any one organisation is responsi- 
ble for pushing France to the brink 
of a veto, it is Coordination Rurale, 
says Mr Carre, who Is the move- 
ment's deputy secretary general 
Formed in 1991 in protest at what it 
saw as the passiveness of other 
French farm unions in opposing 
farm reform in the EC as well as in 
Gatt, CR has spread its membership 
to 75 of France's 96 departments. 

The government continues to give 
CR the cold shoulder, partly because 
of its occasionally violent tactics and 
partly in deference to the main- 


stream FNSEA union which fears 
CR eating away at its membership. 
For his part, Mr Carrt says the 
FNSEA is the government's lackey 
and the FNSEA’s nationwide demon- 
stration. planned for today, will just 
be the equivalent of “taking tea with 
the local [government] prefect". 

Mr Carre is quite clear that, if 
France foils to get satisfaction from 
its EC partners today, it should veto 
the soialled Blair House with the 
US. But what it as may well happen 
for reasons of Euro-procedure, there 
is no motion to attach a veto to 
today? Mr Carrt and many others in 
France are puzzled by this possibil- 
ity, having been led by their govern- 


ment to believe that today’s Brussels 
meeting was a showdown. 

"If that happens. France should 
leave its EC chair empty," Mr Carrt 
concludes. 

Despite years of support from the 
unreformed Common Agricultural 
Policy his village of Gatelles is now 
left with no shops and ‘nine forms 
among a population of 180. Yet, 
these broad wheatlands around 
Chartres are tbe Kansas of Europe, 
and those who farm them ought to 
be Europe’s best equipped to com- 
pete with the most competitive in 
the rest of the world. 

True, says Mr Carre, in the sense 
that the average wheat yield in his 


department of Eure et Loir is 75 
quintals a hectare. This is triple the 
average US yield. But so. adds Mr 
Carre, are French investment in fer- 
tiliser. interest rates and social wel- 
fare charges. “We can’t produce at 
world prices, with French social 
charges," he insists. 

Taking out the accounts ledger of 
the 250 ha cereal spread he forms 
with his two sons. Mr Carrt esti- 
mates his charges for the coining 
year at around FFr8,300 (£945) per 
hectare, for which he .will probably 
get a return of FFr6, 000-6,500 per 
hectare (because of the EC's cereal 
price cut), compared to FFr9.300 last 
year. 


By for. the biggest charge - a total 
of FFr 488,000 - is what he will have 
to pay Crtdit Agricole on his borrow- 
ings of around FFrSm. 

He admits that if he and others in 
France's naturally-blessed wheat 
belt had not long ago been enticed 
by high CAP support prices into 
heavy investment and borrowing, 
they could have become less 
indebted, less intensive and equally 
competitive fanners. But that would 
require running the film of history 
backwards. “It's a bit late for that,” 
says Mr Carrt. And in the meantime, 
France has become the world's sec- 
ond largest farm exporter, a perch it 
does not want to lose. 


Commissioner tests water 


for young jobless scheme 


By David Gardner 




A EUROPE-WIDE scheme to 
guarantee the young unem- 
ployed skills and work experi- 
ence will be put forward today 
by Mr Padraig Flynn, EC social 
affairs commissioner. 

In a speech in Barcelona to 
European employment agency 
advisers, Mr Flynn will call for 
"mainstream Community fund- 
ing” to complement national 
schemes for unemployed 
school-leavers, which he refers 
to as a new “lost generation". 

“We must stop this rot. If we 
do not, Europe's future into 
the 2lst century is one of irre- 
versible decline and social dis- 


integration, Mr Flynn says. 

The scheme would be tar- 
geted on the 5m youngsters in 
the EC with no secondary 
school or vocational qualifica- 
tion, whose chances of getting 
a job are four times worse than 
that of their peers. 

Mr Flynn wants Community 
backing “to reinvent the 
notion of apprenticeship 
Europe-wide." His Youth Start 
scheme, if it won backing from 
tbe Commission and member 
states, would be introduced at 
national level but coordinated 
at European level, in coopera- 
tion with governments, compa- 
nies, unions, education and 
training organisations. 


It would also he cross-border, 
with participants taking part 
in work and training projects, 
including learning languages, 
for six to nine months in other 
EC countries. 

The commissioner's advisers 
acknowledge this Is “by no 
means a fully-fledged policy 
proposal," but that “we want 
to see what sort oT reaction we 
get" 

“AH this would cost money," 
Mr Flynn acknowledges, but 
“there is also a huge cost 
attached to doing nothing. 
More than anything at this 
stage, 1 am looking for political 
commitment to do better by 
our youth." 
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Today, with our local expertise and global capabilities, we 
excel in evolving fields like structured finance and leasing 
services. We innovate across the board to meet client needs, 
time after time. And so maintain our own position among 
rbe world s rop banks, year after year. 


& Sanwa Bank 


Sanwa bankers are working for you everywhere. 
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NEWS: INTERNATIONAL 


Rabin in surprise Egypt visit 


By Jufian Ozawie in Jerusalem 
and James Whittington 
In Amman 

MR Yitzhak Rabin, Israel’s 
prime minister, yesterday flew 
to Alexandria for talks with 
Egyptian President Hosni 
Mubarak. 

Mr Rabin's surprise trip 
came as the government pre- 
pared to muster its forces to 
face right-wing demonstrations 
and a two-day parliamentary 
debate over the Israeli-Pales- 
tinian peace accord. Over the 
weekend Mr Rabin and Mr Shi- 
mon Peres, the foreign minis- 
ter, appeared to rule out the 
possibility of a referendum on 
the peace deal. 

Israeli officials said the Alex- 
andria talks would focus on 


how Egypt could cement the 
peace agreement, the possibil- 
ity of Cairo as a venue for fur- 
ther Israeli-Palesttnian negotia- 
tions and how to make 
progress in peace talks with 
Syria and Lebanon. 

Mr Yassir Arafat, chairman 
of the Palestine Liberation 
Organisation, was also in 
Egypt yesterday where he 
addressed Arab League foreign 
ministers but Israeli officials 
said a Rabin-Arafat meeting 
was unlikely. 

PLO officials, preparing for 
meetings with Israel, Arab 
states and the World Bank said 
they were asking the bank to 
more thaw double a $3bn devel- 
opment plan to rehabilitate the 
West Bank and Gaza Strip. 
Separately, The Japanese gov- 


ernment is considering contri- 
buting 3100m a year to Pales- 
tinian communities according 
to weekend press reports. 

In the occupied territories 
the Islamic fundamentalist 
Hamas movement said it had 
not reached an accord with the 
PLO, as announced by PLO 
headquarters in Tunis. Hamas 
also said it would not partici- 
pate In elections to a self-rule 
council and would urge Pales- 
tinians to boycott the vote. 

Also yesterday, the Jorda- 
nian government indicated it 
may postpone multi-party elec- 
tions to avoid debate on the 
Palestinian self-rule agreement 
from overshadowing other 
issues. 

The elections, due on 8 
November, were to be the first 


since 1956 in which political 
parties would campaign. 

King Hussein and govern- 
ment officials say they fear the 
elections may become a refer- 
endum on the peace process. 
They also expressed concern 
that Pales tinians who intend to 
return to the West Bank and 
Gaza under the PLO-Israeli 
agreement will distort the 
result. 

Jordan's nationalist parties 
and tribal leaders have been 
vocal in their calls for postpon- 
ing the elections. Head of the 
nationalist party A1 Ahd, Mr 
Hadi Abdul Majah, argues that 
either Palestinians who will be 
allowed to return should have 
their voting rights relin- 
quished or the elections should 
be postponed. 



‘Just about every American consumer product is here" 

US goods evade Vietnam embargo 


By Victor Mallet, South-east 
Asia Correspondent 

MR Nguyen Xuan Phong's 
office in Hanoi is pleasantly 
cool - thanks to a brand new 
air conditioner made by the DS 
company Carrier. 

Mr Nguyen heads the Ameri- 
cas department at the Viet- 
namese foreign ministry, but 
his communist government 
has no formal diplomatic rela- 
tions with Washington and his 
country is supposed to be vic- 
tim of a US economic embargo 
since the 1975 communist vic- 
tory in the Vietnam war. 

But as the air-conditioners 
demonstrate, the US sanctions 
are almost wholly ineffective. 

Hanoi ‘businessmen say the 
US authorities let the air-condi- 
tioners go to Vietnam for 
•‘h umanitar ian" use in schools 
and hospitals, which appar- 
ently resold them to the for- 
eign ministry. 

Kodak films, Hewlett-Pack- 


ard computer printers, and 
even Chef Boy Ardee canned 
ravioli (microwave-cookable 
version) are all on sale in Viet- 
nam. although microwave 
ovens are almost unheard of. 

Coca-Cola smuggled from 
Hong Kong, Thailand. Indon- 
esia, Malaysia and Singapore - 
sometimes by way of Cam- 
bodia or Laos -is available 
from Vung Tau in the south to 
the Chinese border in the 
north. Vietnam uses Boeing 
airliners leased from Switzer- 
land or Australia and dis- 
creetly painted white. 

“Just about every American 
consumer product is here," 
says Mr James Rockwell, man- 
aging director of the Vatico 
consultancy firm which repre- 
sents US companies as they 
wait impatiently for the 
embargo to be lifted. 

“I buy Snickers candy bars, 
Pringle potato chips and Bud- 
weiser beer. I buy American 
shaving cream and American 


anti-perspirant.” 

One local entrepreneur has 
even opened an Apple com- 
puter showroom In Ho Chi 
Minh City (formerly Saigon), 
the country's commercial cen- 
tre, where he sells Apple com- 
puters imported from Prance. 
Motorola telephone handsets 
are advertised in the press, but 
Motorola is forbidden to do 
business in Vietnam. 

Presidents George Bush and 
Bill Clinton have softened the 
embargo in the last two years, 
and last week Mr Clinton 
allowed US companies to com- 
pete for projects funded by 
international financial bodies 
such as the World Bank. 

But the basic embargo 
remains in place despite the 
pleadings of US corporations. 
They presented a brief report 
to US congressmen visiting 
Hanoi recently in which they 
complained they weTe losing 
business to their competitors 
and pointed out that the sanc- 


tions were full of holes and 
encouraged the use of pirated 
personal computer software. 

“Even the ’American Hotel 
and MoteL Accounting System' 
is used by the most of the 
hotels in Vietnam," it said. 

The US embargo is particu- 
larly difficult to police because 
it is unilateral - Washington is 
alone in maintaining sanctions 
- and because US subsidiaries 
and joint ventures can be 
found all over Asia. The pres- 
ence in the US of some lm peo- 
ple of Vietnamese origin, many 
of them eager to do business to 
their former homeland, makes 
enforcement even harrier. 

As Vietnam moves towards a 
free market economy, there is 
probably as big a range of US 
products on sale as anywhere 
else in southeast Asia. As one 
cynical US businessman in 
Hanoi joked; “The Vietnamese 
have been so isolated they still 
think American products are 
good.” . 


World Bank to raise 
lending commitments 
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Saute: WO*d Bark 


By Peter Norman, 

Economics Ecfitor 

THE World 
Bank plans to 
increase lend- 
ing commit- 
ments by up to 
$3.2bn in its 
current fiscal year from 
$26.9bn in the past year to 
June 30, reflecting the cost of 
its battle against poverty and 
the growing financing needs of 
former communist states. 

The bank's annual report, 
published yesterday, disclosed 
both arms of the bank - 
the International Bank for 
Reconstruction and Develop- 
ment (IBRD) and its soft loan 
affiliate, the International 
Development Association (IDA) 
- have been authorised to 
increase lending this year. 

The EBRD, which made com- 
mitments of $16.95bn in the 
past financial year, has been 
empowered to boost its lending 
commitments to between $17bn 
and $l9.5bn in fiscal 1994. The 
IDA, which lends funds to the 
poorest developing nations at 
very low, subsidised interest 
rates, is expected to commit 
about $7.4bn in 19S3-94 against 
36. 75 bn in 1992-93. Countries 
qualifying for IDA credits have 
incomes per head of 3765 or 
less. 

The report contained figures 


showing how World Bank lend- 
ing provides business for com- 
panies in the industrialised 
world. The UK, which has pro- 
vided $6.08bn for the IBRD and 
IDA since their inception, has 
won contracts worth $lL2bn in 
support of World Bank pro- 
jects. representing a return of 
$1.85 in orders for every $1 
invested in the bank. 

In the case of the US. the 
return has been 31.09 for each 
31 ploughed into the World 
Bank. This compares with SL01 
in the case of Japan; $L51 for 
Germany and $1.82 for France. 

Total World Bank lending to 
Europe and central Asia 
increased to $3-84bn in 1992-93 
from $2.i4bn the previous year, 
as 11 former Soviet republics 
and two of the Baltic republics 
joined the bank. Russia 
became the third largest user 
of IBRD ftmds, with four bor- 
rowings totalling $L37bn. 


The two heaviest borrowers 
from the IBRD in 1992-93 were 
fftina ($2.16bn) and Argentina 
($1.96bn); Mexico and India 
took fourth and fifth places. 
India was the biggest drawer 
on IDA, borrowing $L53bn, fol- 
lowed by China <$1.02bn), 
Pakistan ($429m), Ethiopia 
($37lm) and Ghana <S354m>. 

In regional terms, Africa was 
the biggest user of IDA 
finan ce, taking $2.77bn in 
1992-93. But overall World 
Bank lending to Africa fell 
sharply to $2L8bn from $35bn 
reflecting the absence of any 
IBRD lending to Nigeria or the 
Ivory Coast 

Actual IBRD and IDA lending 
to the poorest countries (with 
annual per capita incomes of 
less than $635) fell last year to 
39.96bn from J10.86bn. How- 
ever, the bank is placing 
greater emphasis on poverty 
reduction in its programmes. 



UK urges 
‘Trinidad 
terms’ 


By Peter Norman 

BRITISH officials said Mr 
Kenneth Clarke, UK chancel- 
lor of the exchequer, woul d 
use his first visit to the annual 
meetings of the International 
Monetary Fund and World 
Banfc later this month to call 
on industrialised countries to 
adopt the “Trinidad terms’ for 
reducing the official debt of 
the poorest developing coun- 
tries. The scheme was first put 
forward by Mr John Major 
when be was chancellor three 
years ago- 

The Trinidad terms envisage 
that the stock of official debt 
owed to western governments 
by poor developing nations 
carrying out market-oriented 
economic reform programmes 
should be reduced by two- 
thirds. 

An important aspect of the 
terms, which were des igned 
mainly to help African conn- 
tries, is that the reduction 
should apply to the' entire 
stock of official debt rather 
than to selected maturities. 

Mr Major and Treasury mm- 
isters have been campaigning 
this year for the general adap- 
tion of the Trinidad terms by 
ail big industrialised coun- 
tries. 

The US has dropped its 
objections to the scheme since 
PwridPTit Bill Clinton entered 
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‘Ombudsman’ Growth predictions reduced 
panel in view f or industrialised countries 


WORLD BANK directors are expected to 
agree tomorrow to set up a new Inspection 
panel to serve both as a form of ombuds- 
man for outside complaints and as an 
internal check on management, writes 
George Graham in Washington. 

The panel would set a precedent for 
international organisations to allo w out- 
side complaints, although it foils short of 
some of the demands of US environmental 
groups, which have been among the World 
Bank's most vocal critics. 

The panel can only hear complaints 
about the Bank's failure to follow its own 
procedures or policies, not about the con- 
tent of those policies. Among other 
changes, the new draft increases the pan- 
el's proposed budget to SI. 5m from 
3600,000, with three panel members, two of 
whom may initially serve only part-time. 


By George Graham in Washi ngton 

THE International Monetary Fund has 
again scaled back its forecasts of economic 
growth in industrialised countries, but 
expects much stronger activity in the 
developing world to serve as a locomotive 
for the wo rid economy. 

IMF forecasts to be published this week 
project world economic growth in 1993 at 
22 per cent the sa me rate as in its last 
economic outlook in April But the growth 
forecast for industrialised countries has 
been revised down to 1J per cent com-' 
pared with the L.7 per cent the IMF expec- 
ted in April and 23 per cent a year ago. 

The forecast for the developing world, 
however, has improved to 6.1 per cent, 
against 5.1 per cent. 


“It shows you where the locomotives 4, 1 
now are in. the world." a senior IMF offi- - 
dal said, noting developing countries* 
imports have been growing at a rate of 9 to 
10 per cent a year for four years in a row. 

IMF officials recognise that their eco- 
nomic forecasts have in recent years 
proved wildly off target failing to take 
adequate account of elements such as the 
bursting of the 1980s asset bubble in Japan 
and the US or the structural dimension of 
unemployment in Europe. 

While they believe that the world econ- 
omy is now not far away from the upswing 
which at the start of the year they thought 
would come in the summer, they warn 
that nations must draw the lessons of the 
current recession in order to be better 
prepared for the next downturn. 1 : { 


Funds sought to back low-interest loans 


By George Graham 

THE International Monetary 
Fund is looking for contribu- 
tions worth SDR1.5bn (£i-64bn) 
from donor countries to help 
subsidise low interest rate 
loans to developing nations. 

The money would go towards 
establishing a successor to the 
IMF's Enhanced Structural 
Adjustment Facility (Esaf), a 
trust fund set up in 1987 to 
lend at 0.5 per cent interest 


rates to low-income countries 
with protracted economic prob- 
lems. The Esaf is due to expire 
in November. 

A senior IMF official said the 
Washington-based institution 
was looking for SDR5bn of cap- 
ital for the new Esaf. in the 
form of interest-bearing loans 
from donor countries. 

In addition, the Esaf would 
need SDR2.1fan to finance the 
subsidy element in its loans. 
The IMF believes it can con- 


tribute SDR500m-600m from its 
own resources, leaving 
SDRl.5bn to be culled from 
donor countries. 

“The amounts are sizeable 
but within reach." the official 
said, adding that it should be 
possible to complete negotia- 
tions by the end of the year. 

The IMF will use its annual 
meetings, starting this week- 
end in Washington, as a fund- 
raising opportunity for the new 
Esaf, but officials expect to 
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from the richest industrialised 
nations. Some developing 
countries, however, have said 
they are willing to participate. 

Budget difficulties have 
made many countries reluctant 
to dip into their own trea- 
suries, and the UK earlier tins 
year suggested the IMF should 
sell off some of its own gold 
reserves to finance the Esaf r a 
proposal which appears ;to 
have been dropped. 


China’s Mr Zhu pursues creative destruction ^r^ , Chineses,y,e 

■ of stale sector m total production {%) 


Foreign direct investment utfflaed 


IN SPITE of the hype, China's high-speed 
dash towards economic development is 
highly unlikely to be affected by the out- 
come of its bid to host the 2000 Olympic 
games in Beijing. Much more important 
for China's future, if currently less geo-po- 
litically touchy, is vice-premier Zhu 
Rongji’s attempt to slow its over-heating 
economy and avoid a hard landing. 

It is too early to tell whether he will 
succeed - Mr Zhu only took over at the 
central bank in July. But he has wasted no 
time in using a mix of market and admin- 
istrative measures to rein in credit cre- 
ation. Market interest rates have risen by 
25 percentage points to around 35 per cent 
since June; credit quotas for local banks 
have been* cut and all speculative loans to 
the real estate sector. More than 1,000 spe- 
cial economic development zones have 
been closed since August and land prices 
in coastal cities have fallen by between 20 
and 30 per cent from, their May 1993 peak. 

Foreign investors appear willing to give 
Mr Zhu the benefit of the doubt, at least 
for now. For, as a new Bank Credit Ana- 


lyst publication. The China Analyst, 
points out, utilised direct foreign invest- 
ment reached a record 39.4bn (£6.1bn) in 
the first half of 1993, 150 per cent higher 
than in the same period a year earlier. The 
BCA forecasts it will reach $18bn this 
year. 

Moreover, there are signs that this tight 
monetary policy Is starting to affect spend- 
ing and output Retail sales in August 
were 23B per cent higher than the same 
month a year ago, down from 265 per cent 
in July. And industrial production is slow- 
ing: output in August was 23.4 per cent 
higher than a year ago, down down from 
25.1 per cent in July. 

But monetary policy will have to be kept 
tight for some months yet before inflation 
starts to slow significantly. According to 
China's Financial News, consumer prices 
in the 35 main cities in August were 223 
per cent higher than a year ago, slightly 
down from 235 per cent in July but still 
above the 17.4 per cent inflation rate in the 
first half of the year. 

Mr Zhu has quite a task if he is to bring 


Inflation under control and avoid a damag- 
ing credit crunch. Managing a price defla- 
tion of this magnitude without over-doing 
the squeeze is difficult enough in a devel- 
oped market economy in which the levers 
of monetary policy have relatively predict- 
able effects. But in China's half-reformed 
economy, with blunt credit quotas the 
main policy tool, it is much more difficult 

For it is profitable state companies, not 
bankrupt property developers, who will 
have to repay their loans to enable the 
banks to satisfy their credit quotas. The 
result is first a growing squeeze on corpo- 
rate profits followed by a liquidity crisis in 
the state industrial sector leading to the 
build-up of inter-enterprise debts. 

The textbook central bank response in a 
planned economy, as the Russian central 
bank is currently demonstrating, is to 
pump liquidity back into the banking sys- 
tem to keep the state companies afloat, 
thus laying the foundations for the next 
inflationary boom. Mr Zhu hopes that this 
time things will be different, which 
explains why he is simultaneously trying 


to push through structural reforms which 
will preclude such a wholesale bail-out of 
the state sector, free the state banks to 
lend only to profitable customers and force 
unprofitable companies either to be priva- 
tised or to go bankrupt 
What China needs is time, to push 
through these reforms and thus further 
weaken the influence of the state banks 
and companies. The share of state compa- 
nies in total output has, in fact been foil- 
ing progressively over the past 30 years - 
from more than 90 per cent of total pro- 
duction in the early 1960s to less than 50 
per cent today - as the left-hand chart 
shows. The need to go further is one rea- 
son why the continued inflow of foreign 
investment into China is so important 
and why a confidence-crushing credit 
crunch would be such a setback. 

Edward Balls 

The China Analyst Volume 1. No L BCA 
Publications Ltd, Montreal, Canada. Sub- 
scriptions. TeL 514-3984653 
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WS: US HEALTH REFORM — 


Political imperative to end costly hodge-podge 
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US HEALTH 


ON Wednesday President 
Bill Clinton will formally 
launch his healthcare 
reform proposal in an 
address to Congress. The 
best way for non- 
Americans to understand 
why reform has become a 
political imperative is to irpagfae what the 
health system in the UK, say, might look 
like if the National Health Service had not 
been created in the late 1940s. 

In the absence of an all-embracing pub- 
lic system, most large companies would 
have offered health Insurance as a fringe 
benefit, along with corporate pension 
schemes. At some stage pressure of public 
opinion would have forced government to 
set up public schemes to cover particu- 
larly vulnerable groups - such as the 
elderly and the poor - that companies 
could not be expected to cater for. 

The result would have been a hodge- 
podge. 

Some people would be in lavish private 
schemes financed entirely by employers. 


Some would qualify for public h ealthcare. 
Some - for example, employees of small 
companies that could not afford to set up 
corporate health schemes - would not 
have any insurance. Nearly everybody 
would face a great deal of insecurity: a job 
change, for example, might involve accep- 
tance of a less generous insurance scheme; 
a bad illness might leave an employee 
nrrins urahle. 

In such a system it would be hard to 
control costs. If government attempted to 
reduce spending on public schemes, doc- 
tors and hospitals would probably respond 
by charging private patients more. In 
emergencies, uninsured patients would 
have to be treated and the bills would 
ag ain be passed on in higher fees for pri- 
vately Insured patients. With employers 
paying for most people's Insurance, 
patients and physicians would have little 
incentive to economise on treatments or 
new technology. 

This scenario describes what has 
occurred in recent decades in the US. The 
government set up two public schemes in 


President Clinton formally launches his 
health crusade this week. Michael 
Prowse examines why change is so vital 


the 1960s - Medicare for the elderly and 
Medicaid for the poor. But most people of 
working age still rely on voluntary 
employer-provided health Insurance. 

Some 37m people (15 per cent of the 
population) are without insurance cover; 
most are employees of small c o m panias (or 
their dependants), and some are poor peo- 
ple who do not qualify for Medicaid. 

The absence of an overall budget, such 
as that which the Treasury imposes on the 
NHS and the lack of incentives for individ- 
uals to ration demand for care, has permit- 
ted explosive growth of medical spending. 
Since 1960 per capita healthcare expendi- 
ture has grown at an average annual rate 
of 4£ per cent in real terms. Spending has 


grown from 5 per cent of gross domestic 
product to 14 per cent, nearly double that 
in most European countries. Much of this 
has fallen directly on US employers who 
complain bitterly that their foreign com- 
petitors are not expected to shoulder com- 
parable burdens. 

Business spending on healthcare rose 
from 3^ per cent to as per cent of salaries 
between 1970 and 1990. 

Yet although the US spends far more 
than any other country on healthcare, the 
results are not particularly impressive. 
The US has pioneered many advanced 
treatments yet has one of the highes t rate s 
of infan t mortality in the developed world. 
Life expectancy is lower than m many 



Congressional 
adversaries 
find common 
ground in plan 


Rising costs of healthcare 
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poorer countries. There is evidence that 
unnecessary suigery oocura; for 
Sample, an abnormally high proportion of 
births are by caesarian section. 

The low apparent return on heavy 
investment in healthcare has many 
causes. The reliance on hundreds of pri- 
^fosurauce company with <hffen^ 
rules and procedures, has led to high 
administrative costs. Physicians have 
gravitated toward the most lucrative high- 
tech specialties, leaving primary and pre- 
ventive care understaffed and starved of 
resources. The geographic distribution of 
care is very unequal, rejecting the low 
profitability of medical practice in inner 
cities and poor rural areas. 

In the 1980s Republican administrations 
foiled to address the emerging crisis in US 
healthcare. But the soaring financial bur- 
den on employers prompted a revolution 
of sorts in the private sector. To control 
costs, large companies have increasingly 
mcigtpH that employees join health main- 
tenance organisations (HMOs) or other 
forms of “managed care". 


Other* 


Uninsured 




An HMO charges a fiat annua] foe and 
then guarantees to provide whatever care 
members need. Physicians in HMOs have 
a much stronger incentive to control costs 
than those who charge a separate fee fa- 
each item of service - the usual practice 
in the CJS. The corporate drive to control 
costs has resulted in soaring membership 
of HMOs (and similar arrangements) - 
from 9.1m in 1980 to 41.4m last year, 16 per 
cent of the population. 

.President Bill Clinton’s reform will seek 
to build on the strengths of the US system 
while importing Eoropean-style budgetary 

controls. - - 

He will provide finandal incentives to 
try to push a larger fraction of the popula- 
tion into HMOs or other forms of tightly 
managed care. He will seek to replace the 
current voluntary system of corporate- 
financed care with a legal requirement 
that employers pay at least 80 per cent of 
employees’ healthcare costs. And- he will 
try to impose caps on the growth of 
healthcare spending In the private as well 
as the public sector. 


Guarantee 
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for all 
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Reformist zeal: Hillary (above) 
and Bill Clinton - praised for 
their "honest effort to deal 
with a complex subject” 



By George Graham 
in Washington 

THE DEBATE over healthcare 
reform has carried none of the 
political savagery that accom- 
panied the battle over Presi- 
dent Bill Clinton's budget. 

US politicians on ail sides 
have expressed respect for the 
efforts put in on the issue fmri 
have declared their willingness 
to work together to craft a 
bipartisan reform. 

“President and Mrs [Hillary 
Rodham] Clinton have spent 
months putting their proposal 
together. It is a serious, honest 
effort to deal with a complex 
subject,” Senator Bob Dole, 
Republican leader in the Sen- 
ate, said last week as members 
of ids peaty announced their 
proposals for reform. 

. - Chi the Democratic side. Sen- 
ator Jay Rockefeller returned 
the compliment, calling the 
Republican, proposals “a giant 
step forward”. 

This gentlemanliness 
reflects, in part, a growing con- 
sensus that the US health sys- 
tem must be reformed - a view 
that, just two years ago, was 
held by only a handful in 
Washington, mostly budget 
specialists who saw the 
long-term effects of medical 
inflation on the government 
defic it 

But it also reveals a feeling 
of vulnerability and uncer- 
tainty throughout the political 
spectrum. It is easy to support 
healthcare reform - along with 
more than three quarters of 
the population - but less easy 
to determine the political 
pluses and minuses of specific 
elements of healthcare policy. 

Besides Mr Clinton's plan, 
there are three main compet- 
ing schools of thought on 
healthcare reform. 

On the president's Left, a 


sizeable number of Democrats 
favours a single-payer plan 
along Canadian lines. One of 
the leaders of this group is 
Congressman Jim McDermott 
of Seattle, the only doctor in 
Congress. 

Single-payer systems are 
viewed by a majority in Con- 
gress as dangerously dose to 
"socialised medicine*', an 
unpopular label in a country 
whose inhabitants are terrified 
they will be prevented from 
choosing their own doctors. 
Even so, advocates of such 
systems have the advantage of 
some comprehensive budget 
analyses, which suggest they 
offer a greater chance of curb- 
ing costs than co-operative pur- 
chasing alliances of the sort 
proposed by Mr Clinton. 

Chi the right, some conserva- 
tive Republicans in the House 
of Representatives, and a hand- 
ful In the Senate such as Sena- 
tor Phil Gramm of Texas, want 
to leave healthcare to individu- 
als and the market, helping 
those who have no insurance 
with tax-sheltered medical 
savings accounts. 

In the centre, however, there 
Is an emerging majority in 
Congress which believes any 
solution must provide univer- 
sal coverage, both for reasons 
of equity and to settle one of 
the key economic problems of 
the current system: the shift- 
ing of costs from those who 
cannot pay to those who can. 

There is a variety of propos- 
als from both moderate Repub- 
licans and conservative Demo- 
crats that share much ground 
with Mr Clinton's plan, 
although they differ on crucial 
points. 

One of the most prominent 
schemes, unveiled last week 
and backed by 20 Republican 
senators, was devised by Sena- 
tor John Chafee of Rhode 
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Island. Like fche Clinton plan, 
Mr Chafee’s proposal would set 
up healthcare purchasing co- 
operatives - but these would 
be voluntary, whereas Mr Clin- 
ton would require enrolment of 
all except those covered by a 
large company plan. 

Mr Chafee would also oblige 
the individual to buy insur- 
ance, where the Clinton plan 
would place the onus on 



Satisfaction as a function 
of health speiidfog 

Satisfied Jby ©feting h&tth system (%} 
so'.-. . .. - 

S ' :■ 

K, 



1900 


employers to offer coverage, 
and to pay for 80 per cent of 
the premiums. 

Another Republican version, 
backed by Congressman Bob 
Michel, the party's leader in 
the House, splits the difference 
by requiring employers to 
offer, but not to pay for, health 
insurance. 

While Republicans have been 
critical of the requirement that 


1980 70 - ' 80 


employers pay part of the pre- 
mium, they have been careful 
to state that even this would 
not make them turn their 
backs on a deaL 
Congressional leaders have 
begun to take heart at the 
sight of so much potential com- 
mon ground. No-one relishes 
passing such a fundamental 
reform by the single- vote mar- 
gins with which Mr Clinton 
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prevailed on his budget. 

But the task may grow 
harder as next year’s congres- 
sional elections get closer. 

The White House p lans to 
send the legislative lan g ua g e 
for its proposal to Congress in 
the first week of October, a nd 
hopes it may pass early next 
year, by spring at the latest. 
Some members believe it may 
take longer than that 


Drugs industry 
expects to 
escape lightly 


Executives fear increased state intrusion and bigger bills 

Business begins to count the cost 


By Paul Abrahams in London 

US DRUGS companies face a 
significant slowdown in earn- 
ings growth If President BUI 
Clinton's draft healthcare pro- 
posals are implemented. 

Growth in average earnings 
per share of nine of the top 10 
US drugs companies will Call 
in 1996 to 6.8 per cent, from a 
previously expected 8.4 per 
cent, according to Salomon 
Brothers, the New York-based 
brokers. Its study excludes 
Marion MerreU Dow, whose 
earnings are expected to fell 
27 per cent even without the 
reforms. 

The industry as a whole, 
however, sees the proposed 
health package as not as had 
as it could have been. Most 
importantly, there will be no 
direct controls on the price of 
either new or existing drags, a 
measure that was publicly con- 
templated at one stage by Mrs 
Hillary Rodham Clinton's 
healthcare taskforce. 

The administration appears 
willing to give the sector an 
opportunity to regulate itself. 
Nevertheless, Mr Clinton is 
expected to propose the cre- 
ation of a board to look into 
the issue of new drags pricing. 

The package is also expected 
to contain powers for the 
health secretary to be given 
the right to exclude from 
Medicare, the state pro- 
gramme for the elderly, medi- 


cines whose prices were 
deemed excessive. 

The proposals also include 
the government paying a pro- 
portion of out-patient drugs 
for the elderly under the Medi- 
care system. Salomon Brothers 
estimates this will cost $7.2 bn 
(£4.6 7bn) over five years. 

To pay for these benefits Mr 
Clinton is proposing the intro- 
duction of 15 pm- cent rebates 
on Medicare drags. These 
would be implemented by July 
1 1996. Medicaid rebates for 
the poor already cost the sec- 
tor $l-2bn a year, and the 
Medicare rebates could 
amount to $2.5bn by 1996, 
according to Salomon 
Brothers. 

If the rebates are imple- 
mented, Salomon Brothers 
estimates Merck's earnings 
per share in 1996 would 
increase 9 5 per cent (Instead 
of 12.4 pa* cent), Bristol-Myers 
Sqnibb's 4 per cent (5.3 per 
cent), Pfizer's 14.1 per cent 
(15.6 per cent), Eli Lilly’s &2 
per cent (6.3 per cent), Ameri- 
can Home Products’ 6.4 per 
cent (&2 per emit), Sobering 
Plough’s 13-2 per cent (15.2 
per cent). Syntax's 0.2 per cent 
(3.7 per cent), and Warner 
Lambert’s 9.5 per cent (10.5 
percent). 

Upjohn’s fail in earnings 
growth would be 2.1 per cent 
instead of 1.4 per omit, while 
Marion Morrell Dow's would 
be 29 per cent (27.4 per cent). 
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US companies 
know exactly 
who will foot 
the bill If the 
grand claims 
made of the 
Clinton health 
reform plan fail 
to materialise. They will. 

Mr John Extale, whose Syra- 
cuse-based Central New York 
Building Products employs 
eight people, is typical of those 
who might be expected to 
applaud the plan, but are not. 
His roofing products company 
has been hit by escalating 
health insurance premiums 
and falling levels of cover in 
recent years. Annual premi- 
ums wtil cost his company 
more than $25,000 (£16,230) this 
year. 

By putting a ceiling on the 
healthcare costs of small com- 
panies and forcing them to buy 
through large "health alli- 
ances,” gaining advantages of 
scale, the Clinton plan Is 
meant to help people like Mr 
Extale. But he is not 
impressed. “They may put a 
cap on It for now. But politi- 
cians are politicians - what's 
true now may not be in six 
months' time.” 

For many large companies, 
extra costs would show 
through in other ways. 

Individual states would be 
able to levy a payroll tax on 
companies that opted out of 
the health alliances. Clinton 
officials have suggested that 
the premium ceilings for small 
companies would last for nine 


or 10 years, and that the pay- 
roll tax would not top l per 
cent But if healthcare costs 
cannot be reined in, businesses 
fear these promises would be 
worthless. 

Meanwhile, based on two big 

assumptions - that the a dmin , 
istration's finandal projections 
turn out to be correct and the 
plan is adopted in its current 
form - the early draft of the 
reforms appears to throw up 
both corporate winners and 


The winners would be those 


effect of this cap on companies 
like General Motors. US health- 
care, much, of it foe retired 
workers, cost the company 
$5.6bn last year, adding $1,469 
to the cost of every car it pro- 
duced. That is 19 per cent of its 
payroll. 

With the cost of providing 
current employees with the 
basic package of benefits 
capped, the company’s total 
costs (once additional benefits 
and retirees are added in) are 
difficult to predict. GM refuses 
to discuss the Clinton plan, but 


Clinton plan requires compa- 
nies to provide cover for all 
part-timers who work more 
than 10 hours a week. 

Whatever the outcome on 
particular companies, there is 
a widespread fear among big 
groups that the reforms will 
lead to greater state intrusion 
and bureaucracy. Prompted by 
an escalation of costs in the 
1980s, most big companies have 
already made efforts to hold 
down the growth in their 
healthcare bills. 

One way of doing this has 


Richard Waters assesses the likely impact on 
American companies, both big and small 


which have ageing workforces 
(generally more expensive in 
healthcare terms) and many 
retired workers; the losers, 
those with large numbers of 
part-time workers. 

The draft proposals circu- 
lated so for suggest that big 
car companies, among others, 
can look forward to a win dfall 
from the reforms. The govern- 
ment would pick up 80 per cent 
of the healthcare costs of peo- 
ple who choose, or are forced, 
to retire early, greatly benefit- 
ing defence companies or those 
like IBM which have had to 
restructure. Also, there would 
be a cap on employee health- 
care costs at 7 J per cent of the 
payroll for all companies, 
regardless of size. 

It is difficult to predict the 


other car companies are gener- 
ally buoyant about the pros- 
pects. 

"It will have a positive 
impact on any businesses that 
have been around for a long 
time, and those that have been 
through some sort of restruct- 
uring," says Mr Wallace 
Maher, director of federal gov- 
ernment relations at Chrysler. 
"The overall effect is going to 
be very beneficial" 

Many retailers, restaurateurs 
and others in service Indus- 
tries are likely to see their 
healthcare costs rise. That is in 
part because these industries 
support a large proportion of 
small businesses, many of 
which would be forced to pro- 
vide cover for their employees 
for the first time. Also, the 


been to reduce the benefits 
paid for under company plans 
and to increase the amount 
that employees have to pay 
themselves towards their 
healthcare cover. Another 
change has been for companies 
to buy services through man- 
aged care networks such as 
health maintenance organisa- 
tions, which hold down costs. 

The Clinton plans could 
interfere with these develop- 
ments. By forcing companies 
to pay at least SO per cent of 
employees* insurance costs and 
laying down a minimum, pack- 
age of benefits, the plan would 
halt the trend for big compa- 
nies gradually to eat into their 
benefits packages. 

Also, many fear they will be 

sucked into health alliances 


(only those employing more 
than 5,000 would remain out- 
side). And big companies 
would no longer be exempt 
from state-level controls on 
healthcare provision, a free- 
dom conferred in 1974. 

For the small companies that 
already provide insurance for 
their workers - virtually all 
those which have more than 20 
employees - the changes 
would in theory reduce health- 
care costs. The economies of 
scale and "community rating” 
benefits that would come from 
buying through alliances 
(insurance companies would 
no longer be allowed to assess 
each company on its own 
claims experience) could lead 
to lower premiums. Also, pre- 
miums would be capped at 
between 35 per cent of payroll 

costs for low-wage companies 
and 74) per cent. 

However, for those busi- 
nesses which do not proride 
cover (around half of those 
which employ fewer than 20 
people) the obligation to do so 
will add to the costs of emplov- 
meut * 

Small business lobby groups 
and many individual business- 
men claim this win force com- 
panies to lay off workers or to 
close. 

“*’11 go out of business, 
there s nothing else to it," says 
Mr Bob Hopkins, who employs 
three people in his car repair 
business In Syracuse in upper 
New York state. “There’s Just 
not enough money in the busi- 
ness." 


citizens 

DRAFT versions of the Chn ton 
plan propose the following: 

□ Universal benefits: For the 
first time all Americans would 
be guaranteed access to a stan- 
dard package of healthcare 
regardless of income or 
employment status. National 
health security cards would 
prove eligibility. 

□ Employer mandate: Employ- 
ers would be required to pay 
at least 80 per cent of the aver- 
age cost of insurance premi- 
ums for employees although 
none would be expected to pay 
more than 73 per cent of pay- 
roll. Federal government 
would subsidise small busi- 
nesses, and help low-paid 
employees and unemployed. 

□ Health alliances: - Most indi- 
viduals and companies would 
obtain care via regional pur- 
chasing co-operatives known 
as “health alliances”. These 
public or private sector enti- 
ties would use market clout to 
buy high-quality care at the 
lowest prices frour competing 
“health plans”, offered by net- 
works of doctors and hospi- 
tals. Companies with more 
than 5,000 employees would be 
able to set up independent 
“corporate alliances”. 

□ National Health Board- A 
federal panel would oversee 
the creation of health alliances 
and regulate healthcare. It 
would set limits for growth 
rates of private-sector premi- 
ums, and government health- 
care programmes. Caps on pri- 
vate premiums would aim to 
cut annual growth of private 
spending from about 7J5 per 
cent to 3.5 per cent by 2000. 

□ Managed care: Health alli- 
ances would supervise local 
heal th plans and facilitate con- 
sumer choice with information 
on prices, physicians and ser- 
vice quality. There would be a 
choice of traditional fee-for- 
service medicine, pre-paid 
health maintenance organisa- 
tions (HMOs), which restrict 
choice of doctors, and hybrid 
schemes. Financial incentives 
would encourage choice of 
HMOs, which are seen as more 
cost-efficient 

O Financing: Goal is to 
finance the extension of health 
insurance to the 37m without 
cover and improve health eare 
quality without a general tax 
increase. Revenue would come 
from new “sin taxes” on ciga- 
rettes and alcohol, but main 
source is projected to come . 
from capping growth of fed- 
eral programmes, such as 
Medicare and Medicaid. 

□ Tax reforms: Employer-pro- 
vided benefits in excess of the 
federally guaranteed package 
to be treated as taxable 
income of employees. Tax 
changes to be phased in over 
10 years. Self-employed would 
be treated like those In 
employment, and be able to d 
deduct 100 per cent of the cost * 
or the standard benefits pack- 
age. 

?n^^ ary care: Financial 
incentives would aim to 
^create Proportion of doctors 
«« GPs rather than 
®P«Mhsts. and to encourage 
Physicians to work to toufr 
city and rural areas. 

□ New benefits: $80bn federal 

would prD £ ram me 

yrauld subsidise nursing home 

^ community care for the 

ftSS 7 «f and ^ronicaiiy ill. 

““tel health bene- 

dn ^offered on prescription 

Some states < 
*“*?*«* reforms 
meetTa J"?, m expected to 
Sth setting up 

1997 ^ ces of January 


UBU « forms; be 

for thousands 
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When you arrive in London 
expect heavy showers. Not to mention fluffy 
towels and a powerful hairdryer. 
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Jit ? s 7 o 9 c!c*ck ia the morning 
%2s*ve jmst arrived a 32 d it’s time 
£© tizra yoar mind to the day’s 
work ahead. LTnizosrtiEsiateiy yoinr 
body’s got ether ideas. 

After a night of travel what it 
really wants is a day of rest. Preferably 
with lots of hot water, fresh clothes 
and cups of coffee thrown in. 

We can’t provide the day of rest, 
but at least we can help with the 
other items. The new Arrivals Lounge 
at T4 really is a sight for red-eyes. 


shampoo and shaving kits available 
on request. (Rubber ducks, regrettably, 
are not currently provided.) There’s 
even a valet pressing service to smooth 
out the wrinkles in your clothes, while 
you attend to ones on your face. Any 
wrinkles in your work meanwhile, 
can be quickly ironed out by using 
the phones or fax machine. 

And if you want to grab every 
precious last second of sleep on the 
plane, you can catch up on breakfast 


There you’ll find piping hot in the lounge. As it’s open all 


you want. There’s fresh fruit for taste 
buds still needing a wake up call. And 
decaf, if by now you’re in danger of 
becoming too wide awake. 

Now there’s no reason at all 


NEW ARRIVALS LOUNGE WITH HOT SHOWERS. 
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breakfast bar serving continental breakfast. 

why you can’t put in a full and 


showers with towels provided. And morning, you can refuel anytime productive day a« the office. Sorry. 

CLUB WORLD 

British Airways 

The worlds favourite airline 
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Consultant hired to 
shake up Treasury 


By Peter Marsh, 

Economics Correspondent 

THE British Treasury has 
recruited a £2,000-a-day man- 
agement consultant to change 
its organisational culture and 
increase the effectiveness of 
top officials. 

Ms Wendy Pritchard, who 
helped to push through 
changes at big companies 
including BP, Lloyds Bank and 
the Norwegian oil group Stat- 
on. is working with top Trea- 
sury officials under Sir Terry 
Burns, permanent secretary. 

Sir Terry has hired Ms Prit- 
chard, who runs her own Lon- 
don-based consultancy, after 
criticism that the Treasury has 
f ailed to keep up with modern 
management methods and has 
made costly mistakes in moni- 
toring economic change. 

Ms Pritchard is known in the 
consultancy world for working 
intensively, behind closed 
doors, with senior managers to 
discuss how they manage then- 
workforce and relate to each 
other. 

“I find all this [publicity] 
slightly alarming as I normally 
try to keep out of the newspa- 


pers," she said. 

She is described as a “an 
entrepreneur who acts as gen- 
eral practitioner to top execu- 
tives," by Mr Richard Beck- 
hard, a New York based 
consultant who has collabo- 
rated with her. 

Mr Wally Olins. chairman of 
design consultants Wolff Olins 
for which Ms Pritchard worked 
in the late 1980s said: "She has 
a terrific understanding of the 
cultures of big organisations. 
She is practical, intelligent and 
very good.” Ms Margaret 
Exley. chief executive of organ- 
isation consultants Kinsley 
Lord, said: “She's one of the 
best people In her field.” 

Ms Pritchard is among a 
small number of people in 
management consultancy in 
her field of “change manage- 
ment”. A close associate said 
she would normally charge 
about £2.000 a day. "This kind 
of person does not come 
cheap,” be said. 

Ms Pritchard has previously 
been employed full time at 
Rank Xerox, and at Shell 
International, where she 
worked for IS years and 
was head of of organisation 


effectiveness. 

She set up her consultancy, 
Wendy Pritchard Associates, 
about three years ago. 
Recently she has advised the 
Department of Health on how 
to introduce change into the 
health service. 

Ms Pritchard confirmed she 
was working for the Treasury 
but said she could not com- 
ment on much she was being 
paid. The Treasury said it had 
no thing to say on an internal 
management exercise. 

Treasury officials have 
been criticised by some politi- 
cians and business people for 
underestimating the serious- 
ness of the recession and mis- 
judging the extent of the 
assault on the pound last year 
when Britain was forced to 
leave the exchange rate mecha- 
nism. 

The Treasury is drawing up 
a series of ideas to assist Mr 
Kenneth Clarke, chancellor, in 
his efforts to bring down the 
public sector borrowing 
requirement from an expected 
£50bn this year. Among the 
ideas is to limit public spend- 
ing or put up taxes in the 
November 30 budget 


Tories fear loss of Euro-seats to Lib Dews 


By PhSp Stephens, 

Political Editor 

PRIME MINISTER John Major 
faces the humiliating prospect 
that a quarter of the Conserva- 
tive party's re maining seats in 
the European parliament could 
be lost to the Liberal Demo- 
crats nest May imiasa the the 
government improves its 
standing with the electorate. 

A confidential analysis con- 
ducted by Conservative Cen- 
tral Office suggests that if this 
year's local election results 
were replicated in the Euro- 
pean parliament vote next 
summer, the Liberal Demo- 
crats would win eight of the 32 
seats held by the government. 

The study - pointing to a 
collapse in the Conservative 
vote across a swathe of 
southern England - will pro- 
vide a further boost to the 
morale of Mr Paddy Ashdown's 
Liberal Democrats at the open- 
ing of th e i r annual confp p*"*'** 

in Torquay this morning. 

It will reinforce the concerns 
of up to two dozen Tory MPs in 
southern and south-western 
Rn gianH that their parliamen- 
tary seats are imperilled by the 
steady Liberal Democrat 
advance. 

Mr Major and Sir Norman 
Fowler, the Tory party chair- 
man, acknowledged during vis- ' 
its to the west country earlier 



Tha T iWai Democrats are on the verge of breakthrough to the political big time, party leader 
Ashdown (right) asserted vesterfay- Launching his party's annual conference, he high- 
hehtwi ^survey by Mori for The Sunday Times newspaper, which showed that the liberal 
KcratsISdl decisive lead over the Cmserrztiv* in the somh-west of En^ and wore 
"atw inroads into Tory support in the south-east The poll found 46 per cent in the south-west 
exported the Liberal Democrats, with only 30 per cent supporting the Tories, a reversal of fee 
positions at the general election. Mr Ashdown is pictured with Charles Kennedy, party cha irm an 


this month that they could no 
longer brush aside the Liberal 
Democrat resurgence as a mid- 
term protest vote. That was fol- 
lowed by decision by Conserva- 
tive Central Office to start 
immediately the selection pro- 


cess for the Westminster seats 
of Bath. North Cornwall and 
Devon so that the party’s can- 
didates are well entrenched by 
1596 or 1397. 

Mr Ashdown’s party holds 
none of the 78 European Parlia- 


ment seats in England, Scot- 
land and Wales and its ambi- 
tions have so Car been limited 
to picking up perhaps two or 
three in next year's poll 
Hie Tory analysis could 
overstate the threat - the Lib- 


eral Democrat performance in 
local elections tends, to be bet- 
ter than in European ones, 
party because many wavering 
Conservative voters are 
unhappy with Mr Ashdown’s 
fervent pro-Europeanism. But 
senior Liberal Democrat fig. 
ores suggested that the-party 
might fight next May's.eJaSion. 
on national rather than Euro- 
pean issues to capitalise on sir 
Moor’s unpopularity. 

Conservative strategists are 
talking comfort from the fact 
that the internal analysis sug- 
gests that it would lose at most 
one seat to Labour, were the 
local election results to be rep- 
licated. The government would 
also expect to win at least 
three of rite six new seats in 
the European parliament - 
which will be created before 
next May's election. 

But minis ters are aware that 
the Conservatives’ disa stro u s 
performance in the 1589 Euro- 
pean elections - when Labour 
won 45 seats - marked the 
beginning of the end of Lady 
Thatcher’s premiership. _ 
Assuming Mr Major survives 
the present political storms, 
the loss of a further batch of 
seats - reducing tire Conserva- 
tives' representation in the ] 
Strasbourg parliament to : per- 
haps a quarter of the total - 
would Ire another dangerous: 
blow to his pr emi ership. - 


Britain ‘beats the world in techno-wizardry’ 


By Alan Cane 

THE BRITISH may have to 
grant that the French are best 
in the kitchen and yield to the 
Germans in public transport, 
but when it comes to using 
technology they are right on 
the button. 

Nearly one in four Britons is 
a "techno- wizard”, according to 
a multinational survey, which 
shows they are more comfort- 


able using a computer, tuning 
a car radio and even program- 
ming a video recorder than 
their counterparts in France 
and Germany. 

Even North Americans, in 
spite of their greater familiar- 
ity with gadgetry. are more 
prone than the British to “tech- 
nophobia” - a fear of, and 
resistance to modern technol- 
ogy - in their lives. About 55 
per cent of American adults 


and teenagers admitted to 
technophobia compared with 
only 46 per cent of Britons. 

The word processor is clearly 
set to stay, however. Fewer 
than a quarter of those ques- 
tioned - regardless of national- 
ity - look back with nostalgia 
to manual typewriters. 

Hie survey, carried out by 
the US computer company 
Dell, identified a family of 
techno-types. Techno- 


wizards want the hottest tech- 
nology at the cheapest price. 
Their greatest fear is being 
behind the times. Techno- 
boomers want to look smart 
and research endlessly before 
purchasing. They are scared of 
being seen to make the wrong 
decision. The Techno- to-go cat- 
egory want machines that 
work straight out of the box. 
Their greatest fear is being left 
without support 


Some of the findings | 
reinforced popular prejudices. ! 
Men are more comfortable with j 
technology than women, the j 
young more than the old. 

But there were surprises. Car . 
phones and fax machines are j 
seen across Europe as compli- I 
cated and difficult to use, while > 
only half those surveyed were 
able to programme their car j 
radio into their favourite sta- | 
tions. I 


Meeting todays 
business values 


The race to host the 2000 Olympic Games will be 
decided in Monaco on Thursday night between 
Sydney, Beijing, Manchester, Berlin and Istanbul. 
FT writers assess the lasting Olympic effect 

Manchester Barcelona clear 

whatever on. benefits OI 
the outcome winning Olympics 



DISCOVER 
HILTON NATIONAL 
BUSINESS BENEFITS 

HHI0N NATIONAL delivers the 
quality you expect at surprising value. 

BUSINESS VALUE POLICY 

“Our policy is to deliver the best 
standard of business performance in every 
aspect of our service and to put right any 
problems immediately. If we do not do 
that, we believe you should not be charged 
for it 

. I promise to ensure all our business 
staff are trained and motivated to meet 
that commitment' 

Tony Potter. Managing Director. 

BUSINESS SERVICE 

HHTON NATIONAL hotels are an 
extension of your office. For expert 
local information, mail and photocopying 
services our trained staff are keen 
to help. 

For state-of-the-art conference services 
ask about our exclusive Meeting 2QOO 
package - that realty meets today’s 
business values. 

BUSINESS PRIVILEGE CLUB 

Free membership is yours after just 
three nights’ stay ax any HILTON NATIONAL 
And regular business customers are rewarded 
with free benefits and a discount off the 
total bill, as well as AIR MOLES awards. 

THE LEISURE COLLECTION 

Make HILTON NATIONAL even more 
relaxing and collect leisure points towards 
a free weekend - every time you stay. 

For the New Free Directory send the 
coupon to: HILTON NATIONAL, 

PO Box 55, Abingdon, OX14 4SP or cal] 
0235 - 865656 . 

- TErrcied CVrfM o m m irqum. Tlwn ■» ht ooBfcd hj Of» 


Se nd for your Hilton National Directory tod;iy and you will automatically 
b.: i;mcrd in a free prize draw' for 100 fr.jc weekends at Hilton Nationals. 
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MANCHESTER is going to 
celebrate even if it loses on 
Thursday. Unlike its bid for 
fiie 1996 Gaines - when there 
was little to show for it efforts 
' a fterwar ds — the campaig n for 
the 2000 Games will leave a 
tangible legacy. 

Mr Tim Johnson, a KPMG 
Peat Marwick accountant in 
Liverpool who has led the eco- 
nomic analysis of the bid. says 
£2Q0m of expenditure, support- 
ing 480 jobs, has already been 
created by the bid alone. More 
than £70m has came from the 
government 

Most of the money is going 
into two big capital projects 
and environmental improve- 
ments which are well under 
way. A velodrome on the main 
Olympic site win give Britain 
its first international standard 
indoor cycling stadium. This 
wffl become the national cycl- 
ing centre and the sport's 
training and administrative 
headquarters. 

The other big facility is a 
£49m indoor arena which is 
spearheading redevelopment 
of a bleak area around Victo- 
ria Station. 

A 20-year contract to run the 
arena from its opening in 1995 
was let in June to Ogden 
Entertainment Services, the 
US leisure facilities manage- 
ment specialist, which will use 
as its European flagship. 
Ogden sees it as a principal 
international venae for gym- 
nastics. ice skating, ice 
hockey, concert tours, confer- 
ences and a range of entertain- 
ments. 

Having these buildings 
under construction has been 
crucial to convincing visiting 
IOC members of the serious- 
ness of Britain's bid for the 
games. The projects would be 
mere pump primers should 
Manchester win on Thursday. 

Mr Johnson's team calcu- 
lates the games would bring 
£4.lbn of extra spending 
power into the north-west 
region, creating 11,145 jobs. 

Manchester would have to 
build a main stadium ami a 
second, smaller arena to go 
with the velodrome and city 
centre arena. Liverpool, which 
would stage the boxing, would 
build an arena next to the 
Albert Dock on the waterfront 
Swimming facilities would be 
built in Wigan. 

The Olympic village would 
be needed anyway. Greater 
Manchester has four universi- 
ties, a postgraduate business 
school, a conservatoire and 
many other colleges. After the 
games the village would ease 
chronic accommodation prob- 
lems for students. - 
One bonus for Manchester is 
that its telecommunications 
and road, rail and air trans- 
portation infrastructure is 
already largely in place. It 
would not require the scale of 
investment seen in Barcelona 
- about half of the $6.7bn 
Spain put into capital projects. 
Manchester's direct capital 
budget would be about 
£L5bn. 

This is about the same as 
the aggregate investment by 
the north-west’s manufactur- 
ing sector in a non-recession 
year. 

Ian Hamilton Fazey 


IT was the duvet which 
summed it up, sporting the 
Olympic .colours and lying 
under the spo tlight in the new- 
ly-opened Olympic museum. 

Just over a year ago, as an 
emotional Spanish journalist 
pointed oat, it would have cov- 
ered an athlete who lay dream- 
ing about the Big Moment 
Now it was behind glass, a 
reminder of the Olympic 
dream. Next to it nestled an 
official Olympic pillow. Behind 
it was a matching tooth-mug. 
H a n g i ng on the back of the 
door, was the official, fluffy, 
Olympic athlete's bath robe. 

For Barcelona’s city leaders, 
there are loftier momentoes of 
the 16-day, £&7bn bonanza that 
engulfed them last year. Walk- 
ing around the city one year 
later it is hard to escape them 
The hill above the city sports 
a spanking new telephone 
exchan ge and sports stadiums. 
The spruced-up city centre is 
dotted with new sculptures 
and litter bins. Meanwhile, city 
officials can boast a series of 
statistics to convince the scep- 
tic - or any other city - of the 
benefits that can be reaped 
from tiie spectacle. 

One year after the event, 
unemployment in Barcelona is 
10.5 per cent - less than half 
the Spanish average. The city 
has become the seventh most 
popular conference centre in 
the world. Business and trade 
is ticking over. The logistics of 
the Olympics has left the city 
basking in civic pride over its 
“project management" skills. 

But looking at the lone duvet 
in the glass case a year later, it 
is hard to escape a sense of 
Spanish melancholy. 

“When the Olympics hap- 


pened everyone was so excited. 
And then it finished and there 
was a real downturn. Everyone 
asks ‘what now? what was it 
all for?*” admits an official at 
Barcelona’s port. What, in 
other words, does a city do 
with all the stadiums, tele- 
phones exchanges and para- 
phernalia when the athletes 
have gone home? 

Barcelona's leaders them- 
selves, who rdruse to reconcile 
themselves to a return to 
obscurity, are, like other Olym- 
pic cities before them, trying to 
dream big and turn everything 
Olympic into something eco- 
nomic. 

Across the city, the 5,000 
new hotel rooms are being 
advertised to tourists and 
would-be conference organis- 
ers. The stadium that hosted 
the gymnastics is used for film 
shows and indoor windsurfing. 
The accommodation in the old 
Olympic village is being sold 
as 5,500 flats and the former 
Olympic harbour is now a 

Tnartna 

Meanwhile, efforts are being 
made to channel the city’s new 
organisational expertise into 
service industries and consul- 
tancy - delegations from Bar- 
celona have already travelled 
out to Manchester and other 
Olympic hopefuls to advise 
than on how to bid for the 
games. 

So for these delegations have 
tactfully refrained from com- 
menting on which would be 
best placed to follow Barcelo- 
na’s footsteps. “Each city must 
do it their own way,” insists 
Mr Pasqual Maragafl, Barcelo- 
na’s mayor. 

Gillian Tett 




Telecom Markets is the essential 
source of regular infocmatkm about 

the global telecommunications 

■“dasny far the busy executive and 
an alyst- It provides both hard-to- 
ot*am news and specialist analysis 
fof the professional 23 times each 
year, and is available only on sob- 
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We’re always 
improving 
our track record 





$ 


t 



1990 

1991 

1992 

Sales 

19,964 

22,964 

27,167 

Capital Expenditure 

10,610 

11,827 

10,637 

Net Profit 

1367 

1,413 

1,425 


The STET Group in billions of lire 

At Stet, we treat every project as a challenge, every 
achievement as a reason to set new goals. It’s this atti- 
tude to business that confirmed STET as one of Italy’s 
entrepreneurial successes of 1992. The acquisition of 
Finsiel in Italy and the expansion of our worldwide oper- 
ations has meant that STET now comprises more than 
100 telecommunication companies. The STET Group 
activities include manufacturing and engineering, net- 
work installations, services management and state-of- 
the-art data management and satellite communica- 
tions systems. Working together as a group, we are tak- 
ing Italian telecommunications into the next century. 
We know where were going and we’re getting there. Fast. 




IRI group 
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MANAGEMENT 


The McCain brothers seemed to have the ideal succession plan but, as 
Bernard Simon reports, they have paralysed the company by falling out 


TTPX FROM THE TOP 


Aged enfants terribles 


H arrison and Wallace 
McCain seemed to be fol- 
lowing all the best man- 
agement principles when 
they drew up a succession plan for 
their family-owned potato-chip and 
frozen-food empire, based in New 
Brunswick, Canada. 

The plan embodied the give-and- 
take spirit which has marked the 
brothers' partnership as McCain 
Foods' joint chief executives since 
they built their first potato-process- 
ing plant on a cow pasture 37 years 
ago. 

It appeared to cover just about 
every eventuality. Both brothers 
would retire no later than age 75, 
unless the board asked them to stay 
on. If one died earlier, the other 
would take sole control. The chair- 
man of the company would not be 
from the same branch of the family 
as the remaining brother. Wallace 
and Harrison even picked the head 
of McCain's UK operation to suc- 
ceed them in the unlikely event 
they both died at the same time. 

To help identify successors and 
smooth the transition, the brothers 
also agreed two years ago to bring 
four prominent outsiders on to the 
board of their main operating com- 
pany. These outside directors were 
to form a “management resources 
committee" to recommend who 
should fill the brothers' shoes. 

But carefully worded agreements 
and a fruitful business relationship 
spanning more than three decades 
have not been enough to prevent 
the sparks flying in the McCain 
family. A row has blown up 
between Harrison and Wallace, 
after Wallace unilaterally appointed 
his sou Michael to head the US sub- 
sidiary in October 1990, casting a 
shadow over the future of a highly- 
regarded business. 

With annual sales of mare than 
CS3bn f£i.4bn), McCain Foods 
almost doubled its profits last year. 
The group employs 12£00 people in 
North America, Europe and Austra- 
lia. and sells its potato chips, frozen 
juices, cheeses and processed meats 
in 60 countries. 

The succession dispute has para- 
lysed McCain Foods to the point 
where the directors of the holding 
company - all but one of whom are 
McCain family members - recently 
voted to oust Wallace as joint CEO 
and president by the end of this 
month. Wallace will ask a New 
Brunswick court later this week to 
overturn the board resolution. He 
has also proposed splitting the com- 
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pany into two roughly equal parts. 
One, to be owned by his side of the 
family would comprise the North 
and South American and Asia/Pa- 
cific operations; the other, consist- 
ing of the UK and European inter- 
ests, would be in Harrison’s hands. 

Each of the McCain brothers 
appears to have underestimated the 
other's determination to protect his 
own interests. An adviser to Wal- 
lace says that, in drawing up their 
succession plan, each brother may 
have hoped “that the other guy 
would be the first to go. But then It 
looks likely that you're the first to 
go. and you say: ‘Good grief, what 
have 1 agreed to?"' 

A total of 33 McCains are share- 
holders in McCain Foods. Half-a- 
dozen younger family members are 
also active in the business. Wal- 
lace’s son Michael heads the US 
operations. Michael's brother Scott 
is vice-president of production. One 
of Harrison’s sons is vice-president 
for export sales, another is a busi- 


ness analyst. Allison McCain, son of 
one of Wallace and Harrison’s two 
dead brothers, is managing director 
of the UK subsidiary. Until 1991, the 
boards of the family HnMtng com- 
pany and the operating company 
were identical But as part of the 
effort to ensure a smooth handover, 
the family decided to reserve six of 
seven bolding company director- 
ships for members of tbe younger 
generation. The chairman. Andrew 
McCain, runs a small investment 
company in rural New Brunswick, 
but has no management or execu- 
tive experience. 

Harrison and Wallace thought 
they were moving the succession 
process along by giving their sons 
and nephews an increasingly active 
role. But it is hard to escape the 
conclusion that the participation of 
so many McCain family members in 
the business hampered rather than 
helped the process. Harrison says 
the close relationship with his 
brother changed after Wallace pro- 


moted MichaeL Since then, Har- 
rison says In an affidavit, “an atmo- 
sphere of distrust, intrigue and 
manoeuvring has existed". 

Wallace, for his part, alleges that 
his nephews have made little contri- 
bution to the business. One of them, 
he says, does little more than send 
him newspaper clippings. 

The sour mood created by Mich- 
ael’s appointment and tbe subse- 
quent flurry of offers and counter- 
offers among the family sharehold- 
ers have stalled efforts to identify a 
new CEO. Although tbe succession 
plan was adopted in mid-1991, the 
committee of outside directors set 
up to Identify up-and-coming talent 
only began meeting towards the end 
of last year. The committee's chair- 
man. Arden Haynes, who is the 
retired head of Canada's biggest oil 
company, told the brothers last May 
that the outside directors would not 
proceed with the search “until tbe 
family dispute has been settled". 

Wallace’s first choice Is still to 
stick with the original plan, which 
allows him to stay on till the age of 
75, and perhaps even beyond. “I am 
63 years of age, in excellent health, 
work long hours and enjoy my 
involvement in the Mc Cain Group." 
he says in a recent court affidavit 

Wallace maintains that the four 
outsiders on the management 
resources committee will need at 
least two years to familiari se them- 
selves with the company before 
attempting to identify successors. 

Harrison, who is two years older, 
underwent heart surgery in early 
1992 which kept him away from the 
office for three months. “Harrison is 
in poor health,** Wallace says in his 
affidavit “[He] is jealous that my 
son Michael may be the heir to the 
position that he would vacate.” Har- 
rison counters that relations 
between himself and Wallace have 
deteriorated to the point where the 
future of the entire company is in 
jeopardy unless a new CEO is 
installed soon. 1 have reconciled 
myself to pHnng m y my role in the 
company," Harrison said last 
month. “I think it's time Wallace 
did too." 

The future of McCain Foods is set 
to be decided in the courts, causing 
what Harrison describes as '‘embar- 
rassment and humiliation to all 
members of the McCain families”. It 
is ironic that the family might have 
been spared some of its present 
anguish if Wallace and Harrison 
had put tighter limits on their sons' 
and nephews’ role in the business. 


If you don’t strike oil 
fast, stop boring 

T 1 • 


G iving an after-dinner 
speech usually seems a 
better idea at die time 
you accept tbe invitation than 
it does when you are just finishing 
the main course on the night 

This is one of those rare 
moments in fife when a certain 
amount of humility can be very 
helpfhL The most useful dung 
I can suggest is to imagine the 
thoughts going through the mind 
of one of the dinner guests as the 
speaker’s moment arrives. Who 
is the speaker? Why is he 
speaking? What does he have to 
say is worthwhile? will it 
be boring? How long w ill it be? 

If you’re such a celebrity that 
your mere presence is an 
attraction in itself, these remarks 
do not apply, but my presumption 
is tftat few of us businessmen are 
in the Bill Clinton or Madonna 
“glamour" class. Even then, be 
sure that your speech lives up 
to the glamour image — you can 
onlv go downhill from the moment 
you stand up. Much better to come 
from behind - “a boring grey 
businessman". At least then if 
you are boring, there are no 
surprises and if you did manage 
to stimulate and entertain, you’re 
ahead of the game. 

I have seen countless articulate 
and persuasive communicators 
(and they have to be, to some 
extent, to have become senior 
managers in the first place) read 
out speeches written by newly 
recruited MBAs in the corporate 
communications department that 
are utterly unconvincing. 

Whatever you do - do it 
yourself. If you are dull and 
without anything original to say, 
nothing is lost - your true self 
is revealed. Tbe danger is that 
you put across an image much 
worse than reality. 

Pick a subject you believe in. 
Something you can put a bit of 
passion and emotion into. If the 
subject you're asked to speak on 
is dull, do the politicians’ trick: 
answer the question you were 
not asked - or if all else fails, 
refuse to do it Don’t get trapped 
into a speech on “the merits of 


Sipko Huismans of Courtaulds gives advice 
on how to make an after-dinner speech 


When you^etinio 
your subject, find 
someone.intbe 
audience who 
agrees with you. -j 
You will recognise; 
that person when ; ■ 
he or she nods at 
. yotur most : > 



Ml as a means of measuring the 
money supply" if you’re not a 
passionate monetarist And if you 

are, it ppter toininff - 

over-simplify - use quite 
inap prop ria te role models to 
explain - anything to wake them 
up and keep their interest After 
ail you’re there fora purpose: 
either to persuade them of your 
paint of view, to Bitertain, or 
because you're being paid (I’ve 
heard of this, but ft has never 
happened to me). 

Ton have to establish a rapport 
with the audience - the best way 
is to inafcp tfipm laugh. Pve never 
found file story of the “dog and 
the two old ladies” funny when 
del ivered by someone who is 
profoundly unftmny - resistthe 
manufactured joke. The best and 
safest funnies are told against 
yourself: you can risk a joke 
against the haggis (when you're 
in Scotland) or the cricket team 
(when you’re in England) bnt 
don’t go too far. 

When you get into your subject, 
find someone in the audience who 
agrees with you. Ton will 
recognise that person when he 
or she nods at your most profound 
points. Identity a sympathiser 
and look for the occasional bit 
of confirmation of your views. 


By all means have a shortlist 
of topics that you need to touch 
on, but at all costs resist a 
written-oat speech. You're not 
the chancellor of the exchequer, 
whose every word is weighed and 
reinterpreted. The risk of 
forgetting something or saying 
something slightly indiscreet is 
far outweighed by the risk of 
being deadly dull and boring. 

Look at your audience - you’ll 
know when you’ve lost them - 
and it won’t be because of wbat 
you say but how you say it And 
when they’re getting bored or 
you’ve gone on too long, wind 
it np fast and sit down. If that 
happens within minutes of 
starting, you’re on to a dead loser 
and you had best keep it short. 

From then on it is classic stuff 
- tell them what you’re going 
to say - say it - and tell them 
what you’ve just said. Use 
anecdotes to illustrate the points. 
Above all, never forget - you’re 
the entertainment 

Thank the host for asking you, 
thanfe the audience for listening, 
and thank heaven it’s over and 
yon can get to the port and cigars. 


Next Monday: Sir Alistair Grant 
of the Argyll Group on how to stay 
close to your customers. 


PEOPLE 



Planners for 
UK civil 
disasters 


FT Invitation to Antigua Race Week 

20th April - 2nd May 1994 


Shell UK chairman to Vestey 


Perhaps one of the most popular spotting events in the 
sailing calendar, Antigua Race Week is the West Indies 
answer to Cowes - a regatta for the amateur sailing 
enthusiast as much as die professional. But bow does a 
weekend yachtsman take part? 


The FT has arranged to invite our readers to crew the maxi 
yacht Creightons Naturally during the regatta. This 80-fix* 
ocean racer has a professional skipper; watch leaders, and 
cook, but the 14 financial Times readers who join us on 
this holiday will be expected and encouraged to play a full 
part as crew members safling and rating this maxi yacht. 


BrogrwniM 

Wednesday, 20th April 
Travel to Antigua. 

21st April - 23rd AprH 
Shake down cruise. 

24th April - 1st May 
Race week. 

Monday, 2nd May 
Fly home. 


Creightons Naturally won the cruiser class in the last 
Whitbread Round tbe Wodd Race, and is fitted out for 
cruising as much as for racing. Accommodation on board is 
comfortable, without austerity or luxury; on deck she is 
fully equipped fig racing by an enthusiastic crew. 


Price £1,350 Deposit to reserve both £135 

Our holiday price includes food and accommodation (less 
drinks) throughout you* time on board, together with race fees 
and all other on-board expenses. Personal sailing gear 
(oilskins, safety equipment etc) is provided. Not included are 
insurance and travel to and from Antigua, though the FT has 
arranged for Trailfinders Ltd to reserve flights from UK at 
preferential rates for FT crew man tiers. 


Sir John Collins (left) Is 
leaving his current post of 
chairman and chief executive 
at Shell UK to take over as 
chief executive of the Vestey 
group, with effect from Janu- 
ary next year. 

His responsibilities at Vestey 
will include supervising both 
Long-term strategy and its daily 
managerial control 

His successor at Shell UK is 
Christopher Fay (right), who 
since 1989 has been managing 
director of both Shell UK and 
Shell UK's exploration and pro- 


duction, the UK’s biggest off- 
shore operator, producing 
about one-third of the coun- 
try’s ofl and gas. 

Collins joined Shell Interna- 
tional Chemical company as a 
marketing assistant in 1964, 
rising through the ranks 
through a variety of posts and 
serving in Nigeria and Colom- 
bia. 

In 1989 he became a director 
of Shell International Petro- 
leum and a director of Shell 
UK (Holdings). 

He is a member of the pres- 


ident’s committee of the CBI 
and also of the Women’s Eco- 
nomic Development Target 
Team, which campaigns to 
increase female participation 
in the workforce. 

Fay is another long-serving 
Shell man, having joined Shell 
International Petroleum in 
1970, going to the Netherlands 
as an offshore design engineer. 

Among his many posts with 
Shell Fay spent four years in 
Malaysia, in charge of more 
than ten start-up structures in 
the south C hinn ana 




Ma 


The UK’s contingency 
planning for dealing with seri- 
ous civil emergencies is pass- 
ing into new hands. 

The responsibility for co-or- 
dinating emergency planning 
will fall to Hear Admiral 
David Bawtree. who becomes 
civil emergencies adviser 
when Air Vice-Marshal David 
Brook retires on October 18. 
Promoting emergency pre- 
paredness is now the job of Air 
Vice-Marsha] Allan Blackley, 
who took over as principal of 
(he Emergency Planning Col- 
lege on September 13 follow- 
ing the retirement of Brigadier 
John Bettridge. 

Bawtree, 55, recently retired 
from the navy after 38 years’ 
service, during which be was 
naval base commander for 
Portsmouth. 

His involvement in safety 
and emergency planning for 
tiie navy involved the sort of 
liaison and co-operation with 
local and central government 
that will be his duty to encour- 
age in his new post. 

The Emergency Planning 
College runs courses and semi- 
nars to publicise best practice 
in pla nning for major emer- 
gencies. 

Blackley. 55, has 34 years’ 
ah' force service. He was oper- 
ational commander of the mili- 
tary search and rescue organi- 
sation, co-ordinating air force 
and naval efforts. 


Natwest’s 
Frost chairs 
LCH 


Welsh Water board moves 


Our effing holiday starts in English Harbour Antigua with 
a few days causing, and learning the rapes - and winches. 
(Not to mention sailing around die neighbouring Windward 
and Leewairi Islands.) Thai it's back to Antigua, and the 
week of racing by day, and joining in each evening's shore- 
based activity - as participating crew, no C spectator - by 
night 


Addresses supplied by readers in respoose to this invitation will be 
retained by The financial Times Lid, which is registered under (be 
Date Protection Act 1984. 


■To: Nigel Pullman, Financial Times, Number One Southwark Bridge, 
•London SEl 9HL. Fax: 071-873 3078. 


To reserve your berth to join the FTs yachting 
correspondent Keith Wheatley and the crew aboard 
Creightons Naturally, or receive further details, return the 
coupon oroosite now. 


'■Please send me fall details of the FT Invtfaikm to Antigua 
i Deposit enclosed YES/ NO 

jTille— .. Initials. Surname 

t 

i Address — - 


•Pose Code-. 


- Daytime TcL 


The London Clearing House is 
rapidly becoming a repository 
for Nat West’s retired top brass. 

Tom Frost, GO, who retired as 
deputy chairman of National 
Westminster Bank last week, is 
taking over as London Clear- 
ing House chairman from 
Denis child. 

Child first took over as chair- 
man of the LCH in 1990. 

Child. 66, retired as Nat- 
West's deputy group chief 
executive in 1986 but remains a 
non-executive director of the 
bank. 

The big four clearing banks 
each have 20 per cent in LCH; 
the Royal Bank of Scotland 
and Standard Chartered each 
hold 10 per cent 


• Tony Hales, chief executive 
of Allied-Lyons, the food and 
drinks company, and Bob 
Sellier. chief executive of Y J 
Lovell (Holdings), the 
construction group, have been 
appointed non-executive 
directors of Welsh Water, the 
privatised utility. 

They replace Iain Evans, 
who became Welsh Water’s 
chairman in April and John 
James, who became 
engineering services director 
in June. Those appointments 
had reduced Welsh Water’s 
non-executive directorships 
to two, below the level 
recommended by the Cadbury 
committee on corporate 
governance. 

• Charles Lindsell has been 
appointed director of 
international equities for 
Prudential Portfolio Managers. 


He joins Prudential from 
James Capel Asset 
Management, where he was 

chief investment officer. 


• Paul Ryan has been 
appointed finance director of 
The Oliver Group; most 
recently he was ffosnra 
director of Mothercare UK. 

• Keith Payne has joined the 

main board of BET, the 
specialist support services 
group, where he is director 
of planning and director. Paul 
Griffiths, deputy secretary of 
BET, succeeds Reg Parry, who 
is retiring, as secretary. 

• The executive committe 
of the Association of 
Investment Trust Companies 
has elected Paul Myners, 
chairman of Gartmore 
Investment Management, as 
Its next chairman. 
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AHEAD 


ECONOMICS 

GDP data may shed light on 

DETAILS of the UK’s ~ 

second-quarter gross domestic uk odp SUre of mon *y supply (up 0.5 

growth issued tomorrow by the ^ 06,11 on “ onth - 3 9 

Cental Statistical Office will Reel OOP grawttUanncaHt cha™| ™ “ 4 lending last 

provide extra material for peo- 2 - month (£2^bn). 

pie worried about the strength ll ' ■ ' Tomorrow: UK, second-quar- 

of recovery. ^ 1 U . I ter GDP growth (up 0.5 per 

The week will also see US II cent on quarter, 1.5 per cent on 

data indicating the robustness 0 M , H year >- second-quarter current 

of the industrial sector and |k|||||l account deficit (£2.8bn). 

figures from Prance expected -1 • -llllll.. savings ratio and service 

to underline the weakness of "III industries output, second quar- 

inflat ionary pressures. -2 - 111 _ ter. US, August housing starts 

On Thursday the Bundes- *1 building permits. Canada, 

bank council meete in F^S- -3 1 ... retaj| -*« *» July (up 0.1 per 

furt for its last session under ■ ? ent on m P nth) Australia. July 

Mr Helmut Schlesinger, the -4 r— 1 , f m P° rt p *“l :ind manufactm- 

retiring president. The meeting 1990 « ‘ 92 1 93 1 “*• _|f? port I*]*®* , Ja P an ’ July 

is expected to be taken up sounw Dmsmam giwth m workers ^ mcome. 

J^raSer di ® cu “. t 5 e world economy - 35 “ AugiSfcf roimtrSs outSdte 

dScuSSn abSu? y rff5hIS pre . lud ® t0 next week’s European Community (£T75m). 
discusslon about further aimual meeting of the IMF. France, August consumer 

cus in German interest In the UK. extra information prices index (up 2.2 per cent on 

On Wednesdav the intom, P° ut . d6n ^ n ^ tends will come year). Australia, August 

Hnnot Interna- from details today about bank vehicle registrations (up 4.5 per 

2 S 22 L , WlU lendiD * mA latest figures cent US, IMF bian- 

fore- published on Wednesday about nual forecasts in Washington 

S Bm W » n JS d , P ^; £ ad | With countries outside Mr Clinton announces health- 
dent BUI Clinton will unveil the European Community. care reform package. 

Pl r™ 3 refo ™ us healthcare. Main events of the week are Thursday: Germany, Bundes- 
wee , k as foUows. Median market fore- bank council meeting. Japan, 

ban H c ? sts £rom financial informa- markets closed for national 
- G I° U F °f tion company MMS sterna- holiday. US, unemployment 
Seven leading industrial tional are in brackets. data for week ending Septem- 

nations meet in Washington to Today: UK, August M4 mea- ber 18, benefits data for week 

DIVIDEND & INTEREST PAYMENTS 


recovery 

ending September 11, vehicle 
registrations for September 
11-20, money supply data for 
week ending September 13, Mr 
Michel Camdessus, IMF man- 
aging director, addresses jour- 
nalists In Washington. 

Friday: UK. Confederation of 
British Industry monthly sur- 
vey of manufacturing trends. 
US, August durable goods 
orders and shipments, August 
bank credit, release of minutes 
of Federal Reserve Board's 
open markets committee meet- 
ing of August 17. 

Saturday: US. finance minis- 
ters and central bank gover- 
nors from the G7 nations meet 
in Washington. 

Sunday. IMF interim 
committee and Group of Ten 
industrial nations meet in 
Washington. 

During the week: Germany, 
August M3 data. Italy. August 
bank lending, August M2 data. 
September consumer prices 
index, July hourly wages. Bel- 
gium, consumer prices index 
for September. Spain, August 
budget deficit. Finland, August 
trade deficit. 

Peter Marsh 


■ TODAY 

Abbey National Treasury Servs. 
9V4% Gtd. Nts. 1996 Ecu9Z5 
Alcan Aluminium S0075 
Christiania Bank Rev. FRN 1997 
$1174.56 

B eaportfl n ans 8% Dual Currency 
Y/$ BO. 1995 Y800000 
Enron $0,175 

Exchequer 1054% 2005 £5-25 
Finsbury Smaller Co's Tst 0.7p 
Gold InL Fin. Tranche B FRN 2002 
Y2Q29861.0 

Do. Tranche C FRN 2002 
Y23441 10.0 

1011156% Bd. 1995 £562.50 
Leumi EnL Invs. Gtd. FRN 1997 
$187.29 

Marubeni Int Fin. Euro Yen Gtd. 

Nts. 1998 Y2000000D 
Nationwide Bldg. Scty. Sh. FRN 
2000 £176.09 

Sharp InL Rn. Gtd. Step-Down Cpn. 

Nts. 1994 Y500000.0 

State EtecL Comm, of Victoria 9*A% 

Gtd. Nts. 2003 $82.50 

Sunvtomo Realty FRN 1996 

Y90083.0 

Thames Water 9)4% Cv.Sb.Bd. 
2006 £237.50 

Tokai FK (Curacao) UncL Rtg. Rate 
Sb. Gtd. Nts. Y1364832J) 

Toray Inds. 72% Ntx 1998' 
Y3600000 


■ TOMORROW 

Commonwealth Bank of Australia 

13%% Bd. 1999 AS137.50 

Urniled Inc. 50.09 

Royal Dutch Petrtm. (Bi) FL3.70 

Do. (Reg) FL3.70 

Tate S Lyle InL Rn. 5*% InL Rn. 

Gtd. Bd. 2001 £143.75 

■ WEDNESDAY SE PTE MBER 22 
Arab Banking FRN 1996 $268.33 
BTiam Midshlres Bldg, Scty. Fttg. 
Rate Sb. Nts. 2005 £33050.68 
Bristol & West Bldg. Scty. Senior 
Var. Rale Nts. 1994 £152.81 
Gold Fields Property R0.18 

Gold Raids of South Africa Rl JO 
HaSburton $0.25 
Lawson Mrdn Class A Sb. Vtg. 
C$0.10 

Leeds Permanent Bldg. Scty. FRN 
1996 £151.23 

Marine Mdland Banks Fttg. Rate 
Sb. Nts. 2009 $134.17 
Midland Bank Und. Rig. Rale Prim. 
Cap. MIS. Sep. 1985 $255£6 
Murray Smffr Mkts TsL 2.85p 
Murray Split Cap. TsL 2.65p 
Do. Units 26 5p 

Murray Venturas tl.1% Ob. 1991/ 
96 £1.64 

Nationwide Bldg. Scty. Sb. Rtg. 
Rate Nts. 2004 £TS753 • 

New Wits RQ.35 


Oriflame (Reg) 8p 
Da (Br| 6p 

Riggs National FItg. Rata Sb. Nts. 

1996 $134.17 

Standard Chartered Und. Prim. Cap. 
FRN £76.40 
Thai Prime FcL Pf. $1.0 
Vogels Metal R0.15 

■ THURSDAY S EPTEkPER 23 
Citicorp Rtg. Rate Sb. Cap. Nts. 
Sep.1996 $134.17 
CoJorvision 3.1 p 

European Assets TsL FL0.08 
Euro Inv Bank 11% La 2002 £275.0 
Leeds Permanent Bldg. Scty. Sb. 
Var. Rate Nts. £167.30 
Malvern UK index TsL 1.7p 
Yorkshire Water 6«% Snr. Cv. Bd. 
2008 £12.94 

■ FRIDAY SEPTEMBER 24 
American Cyanamid $0.4375 
Aslan Dev. Bank 1014% Ur. 2009 
£25625 

Britannia Bldg. Scty. Rtg. Hate Nts. 

1997 £153.44 

Elect & Gen. Inv. l.6p 
Genesis Emerg Mkts Fd Ptg $026 
GreenaRs 11Vi% Ob. 2014 £5.75 
Hercules $0.56 
HHI& Smith 2.1p 

Int Bank tor Reconstruction & Dev! 
914% Ln. 2010 £4.75 


Irish Conti. IRI.Op 

Ruatenburg Platinum R 1.025 

Securicor 0L732p 

Do. A NMg. 0.732p 

Da 4.55% Cm. Pig. Pf. 17.395p 

Security Services 1.S33p 

Skflaw TA% Un. Ln. 2003/08 £3.75 

South African Breweries 7% Gross 

Or. Cm. Pf. RQ.007 

Spain (Kingdom of) 11%% La 2010 

£293.75 

Tokyu Land 8K% Bd. 1995 
Y425000.0 

Treasury 2%% LL 2001 £2.2021 
Woofwteh Bldg. Scty. 11% Nts. 1996 
£ 110.0 

■ SATURDAY SEPTEMB E R 2S 
Assoc. British Foods 5%% Un. La 
1967/2002 1-375p 

Da 7Vt% Un. la 1987/2002 1S75p 

Marston Thompson & Evershed 

1014% Db. 2012 ES.125 

RCO Hldgs. 455p 

Herald 8% 1st Db. 1991/98 £4.00 

TSB Gltt Fd Rg Pf (Class B) 0.7p 

Treasury 8% 2009 £4.00 

■ SUNDAY SEPTEMBER 26 
Exchequer 12%% 1999 £6.125 
Treasury 13%% 2004/08 £6.75 
Vaux 954% Db. 2015 £4^375 
Da 10%% Db. 2019 £5.375 
Da 11%% Db. 2010 £5275 


RESULTS DUE 


SHAREHOLDERS in Spring 
Ram await Wednesday's 
interim results with a sense of 
foreboding. Mr Roger Regan, 
the new chairman, has proba- 
bty ordered a harsh examina- 
tion of the troubled kitchens 
and bathrooms group’s for- 
tunes after being brought in by 
institutions following three 
profits warnings and a share 
price collapse. 

Analysts are In the dark 
about what figures to expect, 
but will want to be reassured 
that no black holes are lurking 
in the accounts of the fallen 
stock market favourite. 

Tesco, the UK’s second big- 
gest grocery retailer, is expec- 
ted-on Tuesday to announce a 
6 per cent increase in interim 
profits from £253m to about 
£268m. In spite of the expected 
increase, the figures are 


unlikely to improve market 
sentiment concerning Tesco, 
especially as Mr Archie Nor- 
man, chief executive of rival 
supermarket group Asda, may 
make further pessimistic obser- 
vations about saturation in the 
UK food market at that compa- 
ny's annual meeting on 
Wednesday. 

William Morrison Supermar- 
kets. the supermarket chain 
based in the north and Scot- 
land, reports on Thursday and 
is expected to lift pre-tax prof- 
its from £3S.2m last time to 
between £43m and £45m. The 
benefits of tactical pricing, 
adopted six months ago. 
should now be accruing, 
though Asda *night have made 
a small impact on market 
share. The dividend is likely to 
be lilted from 0.16p to between 
O.L9p and 0.2p. 


MAI, the financial services 
group which reports annual 
profits on Monday, is expected 
to unveil a 9 per cent increase 
to about £78m before tax. The 
growth will have been fuelled 
by a 20 per cent rise in the 
wholesale broking arm. Share- 
holders are expected to be 
rewarded with a 10 per cent 
rise in the dividend to 6.6p. 

Hays, the business services 
group, is expected to report 
fUll-year profits of about £66m 
on Tuesday. Analysts had fore- 
cast a figure as high as £75m 
until the interim results in 
March, which were at the bot- 
tom end of expectations. Inter- 
est will focus on the pace of 
recovery in the UK and the 
group’s growing European 
ambitions, following its acqui- 
sition of a German contract 
distributor in July. 


Analysts are undecided 
about Thursday's half-year pre- 
tax results for Guinness, the 
brewing company, and have 
made forecasts of between 
£305m and £338m, against 
£353m, for the six months to 
June 30. A dividend of about 
3.7p (3.35p) is expected. The 
market will be looking for 
progress in the company’s 
Spanish beer operations, will 
be watching the price of spirits 
in a competitive market and 
will be checking the size of any 
currency gain. 

Fashion retailer Next is 
reporting on Wednesday and 
interim profits are expected to 
double from ES.3m to about 
£17m. Analysts are hoping to 
confirm that recovery is not 
faltering, and are expected to 
quiz management about plans 
for a joint venture in the US. 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 

Bhnee tnds^ National Motorcycle 
Museum, Coventry Road. Bickenriill. 
SoM 11.00 

Murray SmaSor MaiVots TsL, 

7. West Nile Street Glasgow, 

10.30 

Zellers Grp- St John's House, 
53-54, St John’s Square. EC.. 

11.00 

BOARD MEETINGS: 

Finals: 

Bryant 
Close Bros. 

Community Hospitals 
Hays 

Trafford Park Estates 
We s t mi ns te r Health Care 
Interims: 

Asda Property 
Bemrose 
Canning (Wm) 

Dfetkle Heel 
Ednburgh Fd. Mngre. 

Meggltt 

Morgan Cructbte 
Refuge Grp. 

Sentry Farming 

Tesco 

Vhrat 

TOMORROW 
COMPANY MEETINGS: 

AB Consulting. MoOr Jouee, 

119, London Walt, EG, 

11.30 

ExcaBw Grp* ExcaKbur House, 
Park Lane, Birmingham, 11.00 
Park Food Grp^Tranmere Rovers 
FC, Prenlon Park, Prenton Road 
West Birkenhead, 12.00 
Ptfco HMgo, Stannsytands Hotel, 
Stameyfands Road, Wimsiow, 
Cheshire. 9.30 . 

Stamen, Broadwalk House, 5, 
AppoJd Street E.C., 10.00 


BOARD MEETINGS: 

Fnals: 

Frogmore Estates 
(ntsnMjrope Technology 
MuckSow (A & J) 

Interims: 

BSG 

Bodycote bit 
Brake Bros. 

Brixton Estate 
Cl Grp. 

Comae 
Crestacare 
Global Grp. 

Henderson Highland Tst 

Herring Baker Harris 

John Lusty 

MTL Instruments 

Maybom 

Tilbury Douglas 

Unlchem 

Wotetenholme Rink 
Yule Catto 

■ WEDNESDAY SEPTEMBER 22 
COMPANY MEETINGS: 

Asda Grp^ Pudsey Civic Halt 
Dawsons Comer, Pudsay, Leeds, 

2.30 

Coletax & Fowler, Merchait Taylors 
Hafl, 30, Thread neeefle Street EC., 
11.00 

TR SmaBer Co’s Inv. TsL, 

3, Finsbury Avenue. E.G-, 

11.30 

Uretech, Howard Hotel, Temple 
Place, Strand. W.C.. 12.00 
BOARD MEETINGS: 

Hnate; 

Alienage 
Barrett Devs. 

Pizza Express 
Interims: 

Appteyard 
Dolphin Packaging 
More O’FerraH 
Next 


SWPGrp. 

Spirax-Sarco 
Tfebett & Britten 

■ THURSDAY SEPTEMBER 23 
COMPANY MEETINGS: 

Banks (Sidney CJ, Bedford Moat 
House Hotel, Bedford. 12J30 
Danae Inv. Tst, 99, Charterhouse, 
Street EG. 12.30 
Druck Hklgs^ Ftr Tree Lane, Goby, 
Leicester. 12.00 

Bectric & General Inv., 3, Finsbury 
Avenue, EC- 12J30 
Firth (G.M.), Teams, Gateshead, 
11.45 

OM1 lot, 1-11. Hay HI, Berketey 
Square, W.. 10.00 
Stewart & Wight, 1. Hobart Place, 
GW., 10 JO 

WaSamson Tea Fbdgs- 
Panteis Hafl, 

9, Little Trinity Lane, EC- 
15L00 

BOARD MEETINGS: 

Finals: 

Green (Ei 
Murray Ventures 
Ricardo 

Throgmo r ton Dual Tat 
Interims: 

Anglia TV 
Antofagasta 
Ashley (Laura) 

BAston & Ba t ten ea 
Dagenham Motors 
Donekm Tyson 
Erith 

Fired Earth Ties 

Foreign & Colonial Pacific bn. 

TsL 
Geest 
Guinness 
Hampden 
Hay (Norman) 

Hfghcroft Inv. TsL 
Kbits Kales 


Morrison (Wm) Supermarkets 

Quality Software 

Secure TsL 

Secvomex 

TT Grp. 

Travis Parkins 
Utd. Energy 
UtcL Newspapers 
Wembley 

■ FRIDAY SEPTEMBER 24 
COMPANY MEETINGS: 

Afatrust Scotland Inv- 

10. Ouesns Terrace, Aberdeen. 

12.00 

Bedes Hunter, Boulevard Works. 
Radford Boulevard, Nottingham, 
12.00 

Dyson (J & J), Royal Victoria 
Hobday Inn, Sheffield. 12.00 
Real Time Control, Eton House, 
Elton Way, Watford. 12.00 
BOARD MEETINGS: 

Finals: 

ECU TsL 
Goodwin 

Waterman Partnership 
interims: 

Breedon 

Fortnum & Mason 
Garton Eng. 

Hepworth 
Holt ( Joseph) 

Hopfonsam' 

Lows (Robert H) 

Mowtem (John) 

NewarUdl 
Ticketing Grp. 

Company meetings are annual 
general meetings unless otherwise 
stated. 

Please note: Reports and accounts 
are not normally available untfl 
approximately six weeks after the 
board meeting to approve the 
preliminary results. 


Managing a business is like 
flying an airliner. 

It’s just more difficult. 



Like a pilot, you always have to think in three dimensions. You must be skilled in a range of 
specific functional areas. You have to understand how different departments of a company 
interact to be able to shoulder increasing responsibility. In addition, to be able to effectively 
manage in the yeafs ahead, you need to appreciate the changing role of business in society. 

If you are about to move up to a general management position or start a new enterprise, you will 
need to be competent in all these dimensions of management Our unique Program for Executive 
Development is designed precisely with this in mind: in ten* intensive weeks, you will cover a 
very wide range of specific subjects and issues. At the same time, a constant stream of exercises 
based on real-life situations will help you assemble a comprehensive tool kit for general 
management and give you the confidence to use it effectively. 

If you are ready for your business career to lake off, call or fax for a program brochure. 

•You can attend one ten-week session or two periods of five weeks with a six- or twelve-month break in between. 

Starting dates are January and August. 



i^nraNATtoi^iNsrrrirrePOR 

Cheinin dr Bellerive 23. PO Box 915, 1001 LAUSANNE Switzerland Telephone: _4I 21/618 02 55 Fax: ..41 21/618 07 07 


For more than a century and a half, Patek Philippe has been known as 
the finest watch in the world. The reason is very simple. It is made 
differently. It is made using skills and techniques that others have lost 
or forgotten. It is made with attention to detail very few people would 
notice. It is made, we have to admit, with a total disregard for time. If 

a. particular Patek Philippe 
movement requires four 
years of continuous work to 
bring to absolute perfection, 
we will take four years. The 
result will be a watch that 
is unlike any other. A watch 
that conveys quality from 
first glance and first touch. 

A watch with a distinction: 
generation after generation 
it has been worn, loved and 
collected by those who are 
very difficult to please; 
those who will only accept 
the best. For the day that 
you take delivery’ of your 
Patek Philippe, you will have 
acquired the best. Your w r atch 
will be a masterpiece, quietly 
reflecting your own values. 

A watch that was made to 
be treasured. 




PATEK PHILIPPE 

GENEVE 


Exclusive Rarefc Philippe showroom: 15 New Bond Street London ■ Asprey & Co Ltd. 165 New Bond Street. London 
Garrard & Co Ltd. 1 12 Regent Street London ■ George Pragnell Ltd. 5 Wood Street. Stratford-upon-Avon 
Hamilton & Inches Ltd. 87 George Street Edinburgh 
Hetcich Ltd. I King Street Jersey. Channel Islands 

Watches of Switzerland 

Selected Branches Nationwide 
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CONTRACTS 


Henry 

Boot 

rebuilds 


Recent contracts awarded to 
HENRY BOOT total £11.7m and 
include a contract for the 
£5.5m refurbishment and mod- 
ernisation of 132 one-bed flats 

within four 13-storey blocks in 
Sheffield. It will Include exter- 
nal rain-screen cladding, new 
heating systems, replacement 
windows and internal decora- 
tion over the 76-week contract 
A second contract valued at 
£ 2 , 2 m involves improvement 
works to 96 maisonettes and 
bedsits in six blocks, and to 108 
adjacent dwellings. 

Work has already started on 
the refurbishment and re-mod- 
elling of the fire -damaged 
Little woods Store in Chester- 
field. Work on this 14-week 
contract includes new public 
areas, staircases, escalators 
and passenger lift 
Henry Boot has also gained 
the £l.6m contract for addi- 
tional work on a new power 
station site at Little Barfard, 
Bedfordshire, involving 
mechanical and electrical 
installation and internal finish- 
ing. It will be completed in 25 
weeks for GEC-Ais thorn. 


Single site court house 
takes shape in Utrecht 


PSA PROJECTS has been 
awarded the contract to design 
and supervise construction of 
the Utrecht Court House, a 
FI 70m (£26m) project, concen- 
trating the administration of 
justice in Utrecht on a single 
site. 

The contract was awarded by 
the development company 
Maatschappij voor Bedrijfsob- 
jecten NV (MBO), a subsidiary 
of the Internationale Neder- 
landse Groep (1NG), the largest 
banking organisation in the 
Netherlands. 

At present, the adminstra- 
tion of justice in Utrecht is 
spread across several sites. The 


30,000 square metre court 
house will provide 13 new 
court rooms arid is small hear- 
ing rooms, with ancillary 
spaces. 

The new court house is to be 
in the city centre, near the 
Utrecht Central Station. 

It is hoped that the building 
will Improve control, efficiency 
and convenience. 

Since October 1992, a design 
team from PSA Projects Edin- 
burgh, led by Coin Thom, has 
been working with the Rijksge- 
bouwendienst (the Dutch Pub- 
lic Works Department) on a 
pre liminar y design and has 
won the approval of the local 


planning authority. For this 
scheme, PSA Projects has 
teamed up with a local Dutch 
architectural practice, Boro 
Schiller. 

“Two existing buildings with 
frontages on to the main street 
will be retained,” rays Cohn 
Thom, divisional director at 
PSA Projects. 

“One of these is listed and 
was designed in the 19th Cen- 
tury by the architect Van 
Lockhorst for the Anatomy 
Department of Utrecht Univer- 
sity. by which it is still used. A 
small district power station at 
the rear of the site will also be 
retained.” 



— .« 


Newlookfor Utrecht SSS'the £26m cmrt hoc* cover 30.000 « m cod hove 13 courtrooms 

IFF £9m deal flavours Amec work Laing starts RAF job 


AMEC DESIGN AND 
MANAGEMENT has won a 
£9m contract to design, engi- 
neer and construct a £9m 
aroma chemical plant for Inter- 
national Flavours and Fra- 
grances. at its Haverhill site, 
Suffolk. 

The new plant, which will be 
constructed under a guaran- 
teed maximum price contract 


will produce Galaxolide TM, a 
basic ingredient used in fra- 
grances for quality perfumes, 
washing powders, soap, deter- 
gent and other consumer prod- 
ucts. It will replace an existing 
Galaxolide manufacturing 
facility at HaverhilL 
The Amec/IFF design team 
has incorporated the latest pro- 
cess chemistry and engineer- 


ing technology, including Bat- 
neec and IPC, to ensure that 
the new plant is more energy 
and water-efficient and pro- 
duces less effluent. Construc- 
tion starts September this year 
and is due for completion in 
August 1994. 

The new plant will be a sig- 
nificant expansion of IFF’s 
aroma chemicals operation and 


is the American-owned compa- 
ny's largest investment outside 
the US. It is anticipated that 9Q 
per cent of the output from the 
new plant will be used for 
export to continental Europe, 
the Far East and America. 

Amec is part of the interna- 
tional construction, engineer- 
ing and development Amec 
group. 


LAING EASTERN has begun 
work on a £3. 6m contract 
awarded by the Ministry of 
Defence. 

The contract requires the 
design and construction of a 
new headquarters b uil di n g at 
RAF High Wycombe. 

The 4.000 sq metre, two and 
three-storey building will be 
used as offices and as an audi- 
torium. 


Work involves constructing' 
a steel frame clad with brick, 
fitting out the auditorium, all 
internal finishes and services, 
parking and the erection of 
security fencing. 

The project is being managed 
by Tilbury Douglas and archi- 
tects are Jones Stocks. 

Work for the project is expec- 
ted to be completed by June 
next year. 


Kier wins 

flyover 

contract 


KIER LONDON, part of the 
employee owned Kier Group, 
has been awarded an £8.?ni 
contract to design & build a 
flyover and roundabout at Gar- - 
sington Road, Oxford' for 
Oxford Business Parks lain- - 
iied. 

Work comprises the con- 
struction of a 1km long three- 
span precast concrete deck fly- 
over with a total span of lGO 
metres. 

The flyover will be boilt with 
concrete abutments -and inter- 
mediate piers. 

The existing, roundabout fa r 
Garsmgton Road wiU be 
replaced with a new larger 
roundabout in order to -cope 
with the increased traffic flow 
to the business park. 

Slip road access from the- 
business park will also be pro- 
vided. 

Completion of the flyover, 
expected in September 1994 
will allow an uninterrupted: 
route for vehicles travelling - 
along the Oxford Eastern by- 
pass. 

Structural engineer for the 
project is Sir Alexander Gibb & . 
Partners. 


CONFERENCES & EXHIBITIONS 


SEPTEMBER 27-30 
FIRE TH 

The national conference and exhibition for 
the whole fire protection profession. 

The Scottish Exhibition & Conference 
Cemre. Glasgow. 

For Free exhibition admission tickets 
contact Jjrtc Makolm-Coe. 

FMJ International Publications Ltd. 

TeL (07371 76R6I l 
Fax: (07J71 761*85 

GLASGOW 

SEPTEMBER 28-29 
FURNACES 93 

Exhibition and Conferences. 

The event for (hcimal processing 
specialists. 

Si. JohnS Swallow Hotel. Solihull. West 
Midlands, England. 

For free exhibition admission tickets 
contact Lorraine Rogers. FMJ 
fnternalhxul Publications ltd. 

Tel: (H7JT7) 76X61 1 Fax: (0737) 76168S 

SOLIHULL 

SEPTEMBER 28- 

OCTOBER 1 

Retail Solutions *93 

The leading Exhibition and Conference 

for retail systems, with 200+ exhibitors 

demonstrating solutions for the business 

issues facing retailers today. 

The conference, with speakers from UK. 
Europe and USA. includes sessions on 
CUsiomcr biyahy Systems, Supply Chain 
Management and RMDP*s Review of 
Developments in Technology. 

Contact: Caroline Jackson 

Tel: 1771 404 4*44 Fax: 071 4(M 0747 

LONDON 

SEPT 29/30 & OCT 1 
The Health of Nations 1993 
Health of Nations: Demand. Cost & 
Efficiency on policy issues and impact on 
providers, suppliers and investors. Jama 
Watson. Rolf Krebs and Lady Cumbertege 
address ibis international conference 
sponsored by The Wall Street Journal 
Europe, medical, pharmaceutical, health 
care bodies, consultancies and banks. 
Information: CUyforum Ltd 
TeL- 0225-466744 
Fax: 0225-442903 

EDINBURGH 

SEPTEMBER 30 
Technology, Exploitation and 
Investment 

This one day conference addresses the 
major issues involved in preparing the 
business case for investment in 
technology and new products. For further 
information contact: Louise Bous field. 
Institution of Electrical Engineers. 

TeL +44 (0)7 1344 5467 
Fax: +44 (0) 71 497 3633 

LONDON 

OCTOBER 4 & 5 
Inside Saudi Arabia: Society, 
Economy and Defence 
Convened by Tbe Royal Institute of 
International Affairs. Sponsored by The 
Saudi-BrUM Bank, British Petroleum and 
British Aerospace- To be held al Chatham 
House. London. Enquiries: R1IA 
Conferences, The Royal Institute of 
International Affairs, Chatham House, 10 
St James's Square, London SWIY 4LE. 
Tel: 071 957 5700; Fax: 071 9575710 

LONDON 

OCTOBER 4-5 & 6-7 
Total Quality Management 
The Right Way to Manage® 
William E Conway 
Bill Conway, ibe first Western CEO to 
Implement the Dcming philosophy in tbe 
West, will present his Right Way To 
Manage Seminar. Ptopio of all levels can 
learn from Itis knowledge and turn 
philosophy into practice. 

Mike Call] more & Associates Ltd. 

Tel: (0621)833058 
Fax:(0621)850972 

BIRMINGHAM 

OCTOBER 5 

Scottish Treasury Manag em ent 
Conference 

This conference hu been specifically 
deigned by the Asaodalioq of Corporate 
Treasurers in conjunction with The Royal 
Bank of Soodand pie tn p ro m o te din role 
and potential of treasury in business 
today. 

Contact: Charlotte Lambert 
Tel: 071 353 2443 

EDINBURGH 

OCTOBER 5-6 
INPOWER 93 

_. the 9th Independent Power Generation 
Exhibition and Conference. Kent prod Park 
Exhibition Centre. Sunbuiy-on-Thames, 
Surrey. For free exhibition admission 
tickets contact Lorraine Rogers. FMJ 
International Publications Lid. 

Tel: (0737) 768611. Fax (0737) 76 1685 

KEMPTON PARK 


OCTOBER 5/6 
Practical Documentary Credits 
Trade finance trainiag for financial 
institutions and export/ import company 
personnel. Presentations, practical 
exercises and discussion on Doc. credits, 
handling discrepancies and ICC brochure 
SOU to clarify understanding of ail issues. 
£440 + VAT. 

Lvwoud Das id Inrenurkmai Lid. 

Tel: 0959 565820 Fax: 0959 565821 

LONDON 

OCTOBER 5-6 

The FrieghtconnecUon 

Conference & Exhibition r 93 

A conference examining transport reforms 
and opportunities affecting road ft 
railfieigbt movements in Europe. 
Covering combined transport, road 
charging. raiUreight p r i v i lt sa tkm. channel 
tunnel developments. Speakers include 
Roger Freeman MP. Sir AJasiair Morton. 
Graeme Dunlap: 

Conner Iain Dale. 

The Waterfront Partnership. 

Tel: 071 730W30 
Fax: 071 7300460 

MANCHESTER 

OCTOBER 5-7 
EDI *93 

EDI *93 is the leading European Forum 
encompassing every aspect of electronic 
trading- Ihe conference and exhibition 
will provide full information on the 
commercial and financial benefits of EDI. 
Com ae t- Lynne Dmey. Blenheim Online 
Tel: 081 742 3828 Fax: 081 742 3183 
ICC, BIRMINGHAM 

OCTOBER? 

Intelligent Buildings Today and 
in the Future 

Distinguished experts (him the field will 
present an exciting view into tbe future of 
Intelligent Buildings and their likely 
influence on our lives and businesses. 
Aimed for strategic decision makers, 
archil ects, engineers, property developers, 
system manufacturers and suppliers, and 
others. 

Enquiries and bookings to Elaine Taylor. 
Teb 031-331 5112 Fax:021-3569915 
University of Central England in 
Birmingham 

BIRMINGHAM 

OCTOBER 7-8 
Negotiating Computer 
Contracts 

Anyone who is involved in data 
processing acquisition - whether selling or 
buying - is ill advised to do so without a 
sound contract document, competently 
negotiated and drafted. This seminar and 
workshop will provide the basic tools and 
in form a (ion necessary to ensure this 
result. 

Contact: Peter Barnes Tbe Infomatics 

Resources Centre 
TeL 081 871 2546 

LONDON 

OCTOBEFn^^? - 
Opportunities for Trade and 
Investment In the Russian and 
CIS Gas Industry 
Tbe 2nd Annual Russian Gas Conference. 
Convened by The RIIA, in association 
with Tbe C entre foe Foreign Investment 
Privatisation, Moscow, Petroleum 
InreUigrooe Weekly and Russian Strategic 
Services Ltd. Enquiries: Rif A 
Conferences, The Royal restitute of 

International Affairs, Chatham House, 10 
St James's Square, London SWIY 4LE 
TeL 07 1 957 5700: Rue 07 1 957 5710 

LONDON 

OCTOBER 11 & 12 
Managing the Future 

The Management Charter Initiative's 
(MCO fifth Notional Conference will 
address the practical issues faced by 
managers as (hey fight their way out or 
recession, and look at the skills and 
qualities that they will need to help their 
orgaotsaWHH survive and prosper. 

TeL 071-8739000 ft* 071-872 9099 

LIVERPOOL 

OCTOBER 11-13 
TRANSFORM - The Systematic 
Approach to Managing Change 

This new course, developed by Robert 
Gilbreath, world leader in change 
m a nageme nt, is aimed at executives who 
realise that success today b dependent on 
having practical methods and techniques 
Sot leading change. 

Proadfoot Change Mana g e m en t 
Tel: 081 9488333 Fax: 081 940 8293 
LONDON 

OCTOBER 11-15 
The Kaizen Workshop 

See how lo improve quality, productivity 
by up lo 50%, by impleiDcining Kaizen in 
a live' factory. 5 days' Intensive hands-on 
experience for senior managers in world- 
beaiing production techniques. 

' Excellent workshop’ (Cummins Engine 
Colne) 

Contact: Paul Hancock, Kaizen Institute 
of Europe 

Tel: 071 7130407 Fat 071 713 OW3 

SOUTH WALES 


OCTOBER 12 
South Africa - Changing 
Economic Priorities 

CBI/UKSABA conference, considers 
climate for trade and revetment following 
coral itu( form I change. Speakers include 
Nelson Mandeb. Derek Keys and Richard 
Needham. 

Contact: Nicky Martin. CB1 Conferences 
Tel: 071 379 7400 Fax: 071 497 3646 

LONDON 


OCTOBER 12 

Urban Road Pricing In Britain 

Evening course at The British Library 
Science Reference and Information 
Service, 12 October 1993. Time 18.00 - 
20 JO. Speaker Frank WonfonL Cost £.15 
pins VAT. Debits from Dave DnBotsson. 
The British Library Science Reference & 
Information Service. 

Telephone 071 323 7470. Fax: 071 323 
7947. 

LONDON 


OCTOBER 12 & 13 
Retailing in the 90s 

The aim of tbe meeting is to provide a 
high-level forum lu review the 
opportunities and challenges facing the 
industry, consider partnerships and 
customer needs as well as performance 
and profitability. 

Enquiries: Financial Times 
TeL 0714114 9770 
Fax: 071-873 3975/3969 
LONDON 


OCTOBER 18-19 
Understanding and 
Implementing Document Image 
Processing 

In this important two-day seminar our 
team of contributors, led by John 
Richardson (recipient of tire 1993 (MC 
Education Award), presents an 
independent and in-depth analysis of 
current DIP technology and its 
applications. With DIP applications 
software now available at under £300 this 
is a technology you can no longer afford 
lo ignore. 

Contact: Peter Barnes The Infomatics 
Resources Centre Tel: 08l S71 2546 

LONDON 

OCTOBER 18-19 
COMEX93 

A three track Mobile Communications 
International Conference, covering 
Cellular for the Mass Market. Mobile 
Data Developments. Wireless Local Loop. 
Speakers include Jim Norton 
Radiocommunicalions Agency, Thomas 
Wheeler, Cellular Telecommunications 
Industry Association USA Alex Arena, 
Hong KoagTelccoinrminicatioiis. 

Cbntaa: Richard Huxley. The Federation 

of Communication Services 

Tel: 081-778 5656 Fax: 081 -778 8402 

LONDON 


OCTOBER 12-14 
Raising your productivity 
through Annual Hours. 

One day seminars. 

A 'must 1 for go-ahead companies. Our 
unique system bas achieved remarkable 
gains. Hear first band accounts from 
Tcsco He and PDO Discs Ltd and learn its 
scope and application from Britain's 
leading practitioners. 

Comace Philip Lynch Associates 
Tel: (0904) 623703. Far (0901) 627538 
LONDON & MANCHESTER 


OCTOBER 13-15 
Object World UK 
Ramada HoteLHcathrow 
Sponsored by Coopers ft Lybrand and 
OMG, this event focuses on the cost 
benefits of Object Technology, achievable 
through faster software development, 
extensive re-nse and more effective 
maintenance. A FREE exhibition and 
seati- at FREE Vendor Seminars are on 
offer. Call now to book a place as space b 
limited 

Tel: (081) 541 5040 Fax: (081) 974 5188 

LONDON 


OCTOBER 14 

CRy of London Derivatives 

Conference 

To tic opened by Dr Heuiy Kaufman this 
Qiyforam con fer ence cavern the markets, 
their regnlaricn, maximising their banefhs 
and contra fling the risks. Central Banking 
and Tbe Cemre for the Study of Financial 
Innovation, Swiss Bank Corp, Arthur 
Andersen and Freahfields sponsor. 
ItdbnuatutL- More Lee. Crtyforum Ltd 
Tel: 0225-466744 Fax: 0225-142903 

LONDON 

OCTOBER 14 
International Tax Conference 

Ernst ft Youngs annual bn emotional Tax 
Conference, this year on Tbx Planning in 
the Changing Environment, wifi be told at 
The Queen Elizabeth II Conference 
Centre, Westminster. 

Contact Bill field. Eras & Young 
Tel: 071 931 1313 Fax: 071 242 5862 

LONDON 

OCTOBER 14-15 
Business Performance 
Measurement Identifying and 
managing the drivers of future 
profitability 

A major two-day international 
management conference on bow and why 
organisations are broadening Iheir 
performance measurement systems to 
include drivers of future value such as 
quality, customer service and human 
capital 

Contact: Business Intdligeaoa 

Teh 081-544 1830 Fax; 081-S44 902D 

LONDON 

OCTOBER 14-15 
Ra3: On Track for PiufB 

1993 marts the beginning of the end for 
state controlled rail monopolies in Europr. 
The conference will discuss tbe future of 
the rail industry. Govern mtro I directives 
and profit potential for Investors, 

For farther details contact: Caroline Carter 
Td: 071 779 8793, Fax: 071 779 8793 
LONDON 


OCTOBER 19 

Gas Transmission In the 1990's 

Second annual conference examining gas 
transmission today. Topics inc l ud e : gas 
industry, structure: tariff design: 
competition. Speakers bom British Gas. 
OFGAS, Alliance Gas. EC Commission 
ami Independent Advisers. 

I COM conferences: Td: 0226 299072 

LONDON 

OCTOBER 19 

Joint Ventures -Tax Efficient 

Techniques 

This conference will benefit those 
considering entering into, or advising ort a 
joint venture, if drey warn to learn how to 
maximise the profitability of ibe exerc ise 
and minimise Ihe leakage of unnecessary 
tax. The conference will conclude with 
two detailed case undies, which will draw 
together the various points made during 
the day. 

CONTACT: Vicki Coffin, 

IBC Legal Studies and Services Limited, 
TEL: 071 6374383 FAX: 071-631 3214 

LONDON 

OCTOBER 19-21 
Processing and Packaging 
Machinery Association: 
PPMAShow 

An exhibition dedicated entirely to 
machinery for those whu process and 
package Hood, pharmaceuticals, cosmetics, 
chemicals, beverages, DIY goods etc. 
Over 400 major machinery manufacturers 
exhibiting. MANY NEW MACHINES 
ON SHOW. 

Tickers from Bill Lake 

Tel: 081-681 8226 Fax:061-6811641 

TELFORD UK 

OCTOBER 26 
Financing Your Company's 
Growth 

An essential one-day conference which 
will brief directors on how lo analyse their 
company's current financial structure and 
look at alternative sources of funding. 
Enquiries: Director Conferences 
Tet 07 1 730 0022 

LONDON 

OCTOBER 20 
Manufacturing Matters 
Conferenc e & Exhibition 

To raise the voice of manufacturing and 
examine the options for industry before 
(be new Budget Speakers: Ri Hon John 
Smith MP. Neil Johnson, Howard Davies, 
Ian Gibson, Bill Jordan, Sir Alisrair 
Morton, PeodareJI Kent, Dr Ken Edwards. 
QE U CENTRE Westminster 
information: Julia liobsbawn Associates 
Tet 071 2672565 

LONDON 

OCTOBER 20 

Tha US Electricity Industry & 

Global Competition: 

Investment Opportunttes and 
Regulatory Prospects 
CRi conference examines tbe regulatory 
changes in the US electricity industry, mid 
reviews the trend of divert Barton qf tlx 
UK utilities and the stockmarket's 

reaction. 

Contact: Leigh Sykes. CRI 
Telephone: 07! 895 8823 

LONDON 

OCTOBER 20-21 
Know Your Competitors 

Competitor Intelligence A Analysis iuc. 
Bcochmufciag. 

A practical two day seminar /workshop 
from tbe UKs No. I specialists. Practical 
case exercises, successful case studies. 
Guest speaker who is head of a major 
company's intelligence unit 
ComacE Patricia Donnard 
EMP Intelligence Service 
Tel: 071-187-5665 foe 071-935-1640 

LONDON 


OCTOBER 25 
Downsizing IT: The 
Management Challenge 

A one-da) management conference 
presenting a balanced view of she major 
factors to be taken into account when 
seriously considering, planning or 
implementing a downsizing strategy . 
Contact Business Irueilioaice 
Tel: OS I -544 IK* Fax: OS 1-544 9020 

LONDON 

OCTOBER 25 
Activity Based Cost 
Management Implementation 
Workshop 

Portland Thistle Hotel. Manchester 
A fundt-on workshop, which wiU enable 
those who already know tire basic 
principles of ABCM to apply it with 
confidence in then own company. 
Contaci: Evanna Morris! CIMA 

TekU? I 917 9244 Fax: 071 530699! 

MANCHESTER 

OCTOBER 25 

VAT on Publishing - Beyond 

Domesday 

Publishers, consultants and gov era meal 
pundits predict VAT on publishing in 
November's bcdgci - with profit and jab 
losses resulting Speakers at ibis 
conference will examine why it is 
happening, what will happen and put 
forward survival plans. For more 
information call Clare Tester on 071 434 
3711. 

LONDON 

OCTOBER 28 
Workshop on the EC Services 
Rules: The Practical 
Implications for Government, 
Utilities and Industry 
An i mp ort an t guide to the implementation 
and application of the rules, also with 
reference u> legal aspects. 

Corona: Amanda Daglish, The Contracts 
and Procurement Research Unit. The 
University of Birmingham. Edgbaston, 
Birmingham B15 ZTT. 

Tet 021 4143221 Fax: 021 414 3217 

BIRMINGHAM 

OCTOBER 28 & 29 
Fund Management - The Issue 
and Opportunities 

Win Bischoff, Harufco Fuknda, James 
Schlesinger, Alistair Ross Goobey and 
Stanislas Yassnkovieh ore among the 
distinguished speakers at (his topical 
conference on a viral industry. Exrel 
Financial and Gtytornm sponsor with Sun 
Microsystems and The City Research 
Project support. 

Contact: Cbyfotum Ltd 

Tel: 0225 46674* Fax: 0225 4429)3 

LONDON 

NOVEMBER 2 ’ . 

Water Paying for Quality 

The 1995 sotting of price limits for the 
decade will cause levels of quality and 
service standards to come trader 
increasing scrutiny for future investment 
plans 

Through debate and discussion you will 
have the opportunity to examine the likely 
implications, with our distin g ui s hed panel 
of speakers from a cross- section of the 
industry. 

Contact: Claire Mrefcins . Tbe Economist 
Conferences 

Tel: 071-830 1076 foe 071-409 3296 

LONDON 

NOVEMBER 2-3 
■Recognition Intern ati onal 93: 
Conference and Exhibition 
Nownd London. Haams—Wi 
Europe's largest exhibition devoted to 
Recognition Technology for Data Entry. 
Document Man agement and P ub lishi n g. 
Virtnal Reality International 94: 
Conference and Exhibition. 1-2 February 
1994, No vote I London, Hammersmith. 
Europe's premier trade event for VR 
developers, operators and invertors. 

Further details from McckJer; 
Tet +4471 976 0405 
Fax: +44 71 976 0506 

LONDON 

NOVEMBER 2, 3 & 5 
Change Management In the 
Public Sector A Strategic 
Planning Approach 

Unique one day. participative seminar for 
senior managers in the public sector. 
Frontline Management Consultants and 
Nop Associates wifi present a detailed 
approach to managing change and 
pluming future strategy- 
CaD Rossi yn Ness on 0786 - 450022 or 
fax 0786 450 045 for details. 

GLASGOW/EDINBURGH/ 
ABERDEEN 

NOVEMBER 3 

Acq tiring and Divesting 

Unquoted Companies 

86 Park Lane, London 

Practical help and proven techniques for 

making successful acquisition* and 

disposals of private companies and 

subsidiaries of listed group*. 

Contaci: Evades Morris. CIMA 
Masrerrounes 

Tel: 071 917 9244 Foe 071 580 6991 

LONDON 


NOVEMBER 3 

UK Airports Policy Post 
RucatSO 

A conference eresamg runaway ca p a rit y 
issues, v 1 * 1 aiiccaxioo. the planning and 
eariraasisnrai aspects of future airport 
seeds and reg i on a l airport privatisation. 
Speakers include tbe Minister for 
Aviatico. R: Kon The End of Caithness 
end representatives from BAA, the Dtp, 
British Airways. CAA. Reg aval Airports, 
ERM *3 d Cbopcs ft Lvbraod. 

Cccmafc U= Dale. 

The Wiretoa ftutratehij. 

Tet 871 7300430 Fax: 071 7300560 

LONDON 

NOVEMBER 3 

Acquiring and Divesting 

Unquoted Companies 

86 Pick Lee. Loreto 

Practical help and pi oven techniques for 

making successful acquisitions and 

disposals of private companies and 

ssfarMisies of fisted groups. 

Contact: Evarm Morris. CIMA 
Masteroaorses 

Teton 9r7 9244 Fax: 071 5S0 699 1 

LONDON 

NOVEMBER 8 
Successful Outsourcing: Tbe 
Chaflenge for LT. 

This oae-day conference is specifically 
i+ M gnul tO (Kip J_T_ »"H buSttZCSS 
managers assess the potential value of 
outsunjctqg lo their orgstnsanons and to 
id en tify (be faetos drat con tribute to the 
successful lefection and management or 

Contact: Business Intefixgcncc 
Tel: 081-544 1830 Fax: 081-544 9020 

LONDON 

NOVEMBER10 
Hong Kong Works 

A I long Kong Gov ernmen (/Institute of 
Directors Conference focusing on the 
increasin g strategic importance of Hong 
Koflg zs ihe centre 

in East Asia. Speakers include the Prime 
Minister and Governor of Hong Kong. 
Enquiries Director Conferences 
Tet 071 7300022 

LONDON 

NOVEMBER 14-16 
CBI National Conference 

Sessions include - UK Economy. Europe, 
World Trade, Go ver omen (/Indus try 
partnership. Training and Employment. 
Spenkets todude - Kenneth dsrke, Jaqura 
Dclors. Michael Heseltioe and John 
Smith. Contact Special Events d epartm ent 
CBI Tet 071 379 7400 Fox: 071 497 3646 
HARROGATE 

NOVEMBER 16-17 
BPR93: Ttw 1st annual 
conference and exhibition on 
Business Process 
Re-engineering 

Two-day conference outlining the 
opporaoites presented by taking a process 
view of yanr business. Senior 
representatives from leading companies in 
ibe US A UK outline bow business re- 
engineering bas enabled them to achieve 
major improvements in corporate 
perftaonance. 

Contact: Business Intelligence 
Tet 081-544 1830 Fuc 081-5449020 

LONDON 

NOVEMBER 16 & 17 

World Electricity 

The aim of tin meeting the seventh in on 

■mural series, is In provide a high-level 

forum to discuss issues of concern to 

electricity utilities and review 

developments in a number of key markets. 

Enq u i ri es : Fnrantanl Times 

Tel: 071 814 9770 

foe 0TI 873 3975/3969 

LONDON 

NOVEMBER 17 & 

DECEMBER 17 
Benchmarking - Organisational 
Performance & Improvement 

A practical one-day seminar/workshop 
lead by the atttbog of the Financial Times 
Businem Series book cm BenrimuiAing 
Cbufacfc Sulli Beadcfi, Services Ltd. 

Tel: 0602 455285 Fax: 0602 817137 

BIRMINGHAM & LONDON 

NOVEMBER 22 ~ 

Taxation of Financial 
Instruments 

All jen need » know about foe Taxation 
of Financial Instruments for Managing 
Interest Rale and Currency Risks • under 
discussion will be the 1991 Consultative 
Document - the new fonrign exchange 
rules - transi ti onal and wul-svoUsace 
rules - the capital market's view of the 
sweeping changes. 

Coroner Vicki Coffin, IBC Legal Stafiea 
and Services Limited 
TeL 071 6374383 Fax: 071 631 3214 
LONDON 


JANUARY 10-11 

How to Become an Effective 

Selling Organisation 

A two day SELLING THROUGH 

STRATEGY workshop for companies 

engaged in complex solution sales. 

Designed for the sales team, support 

W t M j liw i , c Rum 4rtl*- , '-|lt 

TeL 0565 735714 fob- 0565 650950 

BOURNEMOUTH 


INTERNATIONAL 


SEPTEMBER 

I n te rna tional Tax Conferences 

Ernst ft Young's Intern ational Conference 
Calendar 

9 September: International Tax and 
lasmaace. Helsinki 

30 S e pte mber: Iaternstiom] Oil and Gas 
Aifliitfutiin 

Contact: MicbcQe Beard. Erast & Yunng 
Tel: 071 931 2297 

HELSIWa/AMCTERDAM 

SEPTEMBER 27 
US Investment in Hie New 
South Africa' 

One -day co ufcjco c i . US and South Africa 
government, private sector speakers as 
well as representative* of African 
National Congress. 

Information: National Foreign Trade 
Council Foitndallon 
Tet 212/399-7128 

NEW YORK 

SEPTEMBER 29 
EC Mobile Study 

KPMG and Stanbrook and Hooper have 
completed an Analysis of (be Current 
Licensing ami Declaration Procedures for 
Mobile Communications in member 
States for the EC Commission. The 
findings and report or ibis study will be 
presented at a public workshop in 
Brussels. 

Enquiries Jose Toscano. EC Commission 
Td:+n 1296 8605 

BRUSSELS 

SEPTEMBER 30 
Gazeta Mercanta Seminar 

First-hand information on: The coming 
Constitutional Reform; Privatizations:, 
forthcoming attractive options; New 
profitable investment prospects; 
Opportunities. Main Presentations: 
Fernando Hearique Cardoso. Finance 
Minister Pedro Mrian. President. Central 
Bank of Brazfl. 

Registration: +55-1 1-257-5941 
Far +55-1 1-258^334 
USA/Canada toll tine: +1-800-952-4541 
Far +1-914-665-9699 

NEW YORK 

OCTOBER 

International Tax Conferences 

Erast ft Yung'S International Conference 
Calendar 

14 October: International Tax Planning. 
London 

25 October - International Human 
Resources Planning, San Antonio, Texas 
28 October - International Tax Planning, 
Toronto 

Contact Mlcbefie Beard, Em* ft Yount; 

TeL 071 931 2297 

LONDON, TEXAS, TORON TO 

OCTOBER' 6-8 
The Economist Conferences 
12th Annual Roundtable with 
Tha Government of Turkey 
A new generation is taking power in 
Ttatey. spearheading radical changes in 
relations with Europe. What are the 
opportunities for international companies? 
Will Turkish industry handle unfettered 
competition? Will customs anion be 
reached by 19957 This conference often 
yon the opportunity to meet directly with 
(he policy makers and access' your 
companies prospects. 

Contact: Claire Medcins, 

TeL 071-830 1076 Fax:071-409 3296 

OCTOBER 8 

Getting the Best out of 
Belgium 

executive briefing fo help you plan your 
move (o tbe heart of Europe, includes 
legal, financial and marketing issues, also 
family relocation. Held during Lhe 
Brussels Welcome Fair - a comprehensive 
introduction to this truly international 
community. British Chamber of 
Commerce In Belgium. 

Td: +32 2 678 4790 fox: +32 2 678 4791 

- BELGIUM 


NOVEMBER 4-5 
The FOod and Drink Industry In 
Central and Eastern Europe: 
Latest Market Trends ana 
C or p orate Developments 
Speakcra include BBDO Europe. Central 
Europe Trust, CPC CRAM, Heinz, Kraft, 
MacDonalds. Oelfcer, Pepsicola, 
PROMAR and Vitana. 

CbntKt: Management Centre Europe. 
Brussels. Teb 432-2-5 16. 19.87. 

Fax: 432-2-5 13.71. 08 

BRUSSELS 

NOVEMBER 8-9 ’ 

AMA's Global Finance 
Executive Briefing 

Explore tbe o pp ortun ities of competing m 
geographically diverse markets. Learn the 
intricacies and latest trends in global 
finance from recognized authorities in 
corporate finance, investment banking. 
M&A. cross-border buyouts and fioaacul 
reorganizations. 

Contact: Bill Raasdrenbach. American 
M anagHite Bt Association 
Tel. (212) 903-7932 Fax: (21 2) 713- 1652 
NEW’ YORK 

NOVEMBER 8-10 
After the Recession - 
World C o mmercial Aviation 
at the Crossroads 

Tbe conference will focus on the grea 
.dungs that are taking place in (be wtnif 
anfme and aerospace in d u s try. The unpac 
of globalisation and multilateralism nil 
be as sessed ns ndl as the nunufachuera 
role in meeting future aircraft demand. 
Enquiries Financial Times 
TeL 07 1 -8 14 9770 Fax: 07 1 873 5975(3969 
DUBAI 

NOVEMBER 20 

investing In Vietnam Summit 

Meeting 

Moke connections at the highest level at 
Euromoney's first official worldwide 
i nvestment summit meeting and dinner on 
'investing in Vietnam'. 

Tbe Government of Vietnam wish to meet 
foreign investors to discuss the 
opportunities available to exploit 
Vietnam's natural resources. 

Limited tickets available. 

Tet +44 71 7798609 
Fax: +44 71 779 8603 
HANOI-VIETNAM 

NOVEMBER 30 - ' 

DECEMBER 2 

ESMA 

International Knitwear and Clothing ' 
Exhibition. Antnmn/Winier 94/05 
collections for men, women and chddren. 
Reserved for trade only. 

Rx farther reformation, please contact: 

Piera Milano, Largo Domodossola 1, 
20145 Milan. Tel: (+39 2) 49971 Fax: 
(+39 2) 4997/7179 or in the UK: OTSA 
Ltd, TeL 071-486 1951. 

_ MILAN 

NOVEMBER 25-26 

"rtOTnationa! Pharma Marketing 

’Optimising Pharma Product PonfoHos in 
a Period of Slow Growth’. This 
mtematiooal conference far senior phamn 
nwitetcera focuses on a highly promising ' 
optimisation strategy: product ponfolk 
optmusaooo. 

Contact; Management Centre Europe, 
Td: +32-2-5 16. 19.87 '• 

fojc +32-2-5 13.71 .08 


NOVEMBER 29-30 
•Sub-Saharan on & Mineral 

Ministerial level speakers and detee 
ftotn man sub-Saharan countries. A 
investment conference co-bostc 
Europe Energy Environment, gib 
Ministry of Mines ft Energy. Nie 
National Petroleum Corpora 
Sonangpl ft SA Chamber of Mines, 
for derails contact: FJFJ Ltd 
TeL +44-71-493 4918; 

FSuu 44-71-355 1415 

CAPE IT 

DECEMBER 1-2 

sssssszr 

banking. Small bosinesfban 
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OCTOBER 14-15 
EUROAID '93 Conference 
European Community Aid tor 
Development 

Aid P rogramme opportunities for EC 
companies (40 Wlioo ECU by 1999) in- 
Africa. Caribbean, Pacific. Asia. Lai in 
America, Mediterranean . Central ft 
Eastern Europe and OS. 

Contact: Socifit* Gtnfoalc de 
Dtfveloppemeot SA 

TeL +32 2 512 4636 Fax: +32 2 5124053 

BRUSSELS 


»*wuarnes Fort 
Dynamic rcfo CB1 , 
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T here was a melodra- 
matic surprise-ending 

to the final round of 
the Harveys Leeds 
inter n a tional Pianoforte Com- 
petition this weekend: on the 
official jury’s vote, the wrong 
man won. 

Popular myth says that 
Leeds often picks the wrong 
man (no woman has won yet). 
But popular myth is wrong: 
since the 1966 contest, when 
Hans Keller detonated a public 
row about his fellow-jurors pre- 
ferring flashy Rafael Orozco 
over the deeply musical Victo- 
ria Postnikova, there have 
been just two years, 1981 and 
1984, when there was serious 
doubt about the winner's supe- 
riority - arguable superiority. 


Piano competition/David Murray 

‘wrong man’ wins at Leeds 


anyway - to some of the 
runners-up. 

This time, however, the 
lucky "wrong man" was 
Ricardo Castro, a 28-year-old 
Brazilian with strong fingers 
and sound tempi, good sense 
and good taste, but little evi- 
dent personality. For the finals 
he chose Beethoven's monu- 
mental "Emperor'' Concerto - 
a strange competition-choice. 
Alone among Beethoven's 
piano cancerti, it was not com- 
posed for himself as soloist, for 
by then he was deaf. Roughly 
spea kin g, either you can play 
it or you cant (Castro could); if 
you can, it still takes a major 
artist to give it an individual 
stamp, and this pianist did not. 

Just as in his semi-final 


recital - his excellent Schu- 
mann let down by an un-buoy- 
ant finale, his thrill-free Liszt - 
Castro met all the require- 
ments creditably but delivered 
no bonuses. Nothing to chal- 
lenge the wit and brilliance of 
Leon McCawley’s Beethoven 
First; still less the mature 
breadth, power and deep feel- 
ing of Mark Anderson's 
Brahms First; and both those 
artists had offered memorable 
playing in the semi-finals too. 

Either the jury (mostly pia- 
no-teachers. Including Castro's 
own) was prescient beyond our 
ken. in which case he may 
learn to open up and become 
exciting while he fulfils all the 
engagements that now await 
him; or else, as (me suspects. 


be was a compromise choice. 

BBC2 outdid itself. Do view- 
ers realise how vastly better 
such BBC coverage is than 
comparable TV elsewhere? The 
camera-work was faultless, the 
editing geared faithfully to the 
progress of the music (director: 
Rodney Greenberg). The com- 
poser Michael Berkeley was 
again a canny, sympathetic 
presenter, the pianist Paul 
Crossley a perceptive - and 
bracmgly candid - unofficial 
assessor of the performances. 

Mischievously, BBC2 held its 
own phone-in ballot: of about 
35,000 votes 12,000 went to 
Anderson. 10,000 to McCawley 
and 6,000 to Maxim Philippov - 
but Berkeley was too polite to 
report the remainder. 


Young Philippov played 
Rakhmaninov’s Third Concerto 
with splendid passion and very 
few rough patches, more 
impressive than most of his 
solo recital earlier. Justifiably, 
he won the Rakhmaninov prize 
donated by the composer*: 
grandson. Margarita Schev 
chenko was charming in the 
Beethoven First, still employ- 
ing her all-purpose expressive 
manner (after the climactic 
note in most phrases a swift 
wilt, ever so delicate). Filippo 
Gamba offered a sturdy Beeth 
oven Third, somewhat dour. 
For all these pianists Rattle 
was a superbly supportive, cre- 
ative partner - abetted by the 
CBSO's first oboe, who is a 
treasure. 


Architecture/ Colin Amery 


A Victorian lesson for 2000 



Bold experimenter: Pite’s work in London includes the Piccadilly end of the Burlington Arcade 

erful, strange smiling giants that guard 



T he contrast could hardly be 
greater than between the state 
of Britain at the end of the 
19th century and its condition 
today. It is especially interesting, there- 
fore, to look at what architecture of 
that period was trying to express. 

In 1900 Britain was coming to the end 
of a colossal wave of public and munici- 
pal building in the capital and the prov- 
inces. Law courts, public libraries, 
police stations, boarding schools, poly- 
technics, cathedrals and universities 
were being built throughout the land. 
In London the Imperial College of Sci- 
ence, the Victoria and Albert Museum. 
County Hall, the extension to the Brit- 
ish Museum and the Old Bailey were all 
built between 1890 and the turn of the 
century. Architectural competitions 
were commonplace and the 10,700 archi- 
tects on the census return of 1901 were 
all fully employed within Britain and 
its empire. 

Today there are around 25.000 archi- 
tects and more than a third are unem- 
ployed. After two world wars and the 
end of a great empire, there is almost 
no significant public building pro- 
gramme. A great project, such as the 
Channel Tunnel, is likely to be left with 
no grand terminal and there are 
unlikely to be public funds for signifi- 
cant building projects to mark the mil- 
lennium. 

These thoughts are prompted by a 
fascinating exhibition that has just 
opened in London of the work of Arthur 
Beresford Pite (1861-1934). The exhibi- 
tion. at the Royal Institute of British 
Architects Heinz Gallery, has been 
sponsored by The Prince of Wales's 
Institute of Architecture, Price Water- 
house and the Institute of Chartered 
Accountants. 

Pite is a forgotten figure, bis reputa- 
tion overshadowed by great contempo- 
raries such as Sir Edwin Lutyens and 
Charles Rennie Mackintosh. He was a 
teacher and practitioner and his words, 
when he spoke at Riba in 1900. could 
easily have been spoken today. "When 
the lamp went out. there was no resid- 
uum of framework or principle, only 
the inchoate notion of the wild but real 
beauty of all old work and a new 
delight in an unaffected stylessness of 
difficult simplicity." Pite was worried 
that the craftsmanship he admired in 
architects and designers such as Wil- 
liam Morris and Philip Webb could 
never be adequate for the demands of 
20th century building. Pite's own work 
- and his built oeuvre is quite small - 
shows that he brought an intense and 
odd individuality to his designs while 
trying to link them to established tradi- 
tions. He was not looking for history to 
copy. He wanted his work to be based 
upon what he called "intelligent archae- 
ology” to provide modem architecture 
with a "vitalising background”, which 
he rightly felt was missing. 

Pite was a brilliant draughtsman, so 
this exhibition is well worth seeing for 
the quality of his drawings alone. He 
leapt to feme on the strength of one 
remarkable drawing, “A design for a 
West End Club House", which won him 
the Soane Medallion in 2882 and was 
exhibited at the Royal Academy that 
year. It is a wild gothic fantasy with 
overtoneB of Nuremburg and Albrecht 
Durer. It has a magical quality that was 


rarely to appear In his built works. His 
drawing skill led him naturally to 
become a good designer of patterns for 
materials and of furnishings. 

Ms surviving buildings are few and 
mainly in London. Christ Church, Brix- 
ton Road in south London, is an 
extraordinary Byzantine Romanesque 
structure, cruciform in plan, with a 
broad dome. The triumph of the interior 
is the inscription by the great lettering 
designer Edward Johnston. This letter- 
ing covers the pendentives of the dome 
and is so well spaced and organised 
that its appearance convinces you that 
what It says is true. 

Pite’s architecture has that same kind 
of integrity. It convinces by the bold- 
ness of its experimentation. Look at bis 
London, Edinburgh and Glasgow Assur- 


ance building in Euston Square, which 
is next door to the Greek neoclassical 
St Pancras church - Pite's building is 
designed to be a sympathetic neigh- 
bour. In his Marylebone houses, 37 and 
48 Harley Street and 82 Mortimer 
Street, he brings sculpture and architec- 
ture together in a powerful combina- 
tion. The gTeat virtue of his building for 
the Institute of Chartered Accountants 
off Moorgate, which he designed with 
John Belcher, is that the whole facade 
is an exercise In sculptural architecture 
- much helped by the quality of the 
sculpture by H a m o Thoraeycroft and 
Harry Bates; One of his most visible 
and enjoyable compositions is the Pic- 
cadilly end of the Burlington Arcade - 
notice the tiny sculptured figures nes- 
tling in the central volutes and the pow- 


the entrance. 

Much of Pite's major work is abroad. 
He designed the Anglican cathedral at 
Kampala, a church at Entebbe in 
Uganda, and English churches in Safad, 
Bucharest, Warsaw and Jerusalem. 

He is a difficult architect but one that 
repays study. He is a classic example of 
turn of the century individualism and 
the lesson to be taken from his work 
and teaching is that it is possible to be 
experimental and contextually tactful 
at the same time. A good lesson for 
those architects who are still employed 
to remember in the year 2000. 


Riba Heinz Gallery, 

21 Portman Square, 

London Wl (unto October 23). 
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Qpera/Richard Fairman 

L’italiana in Algeri 


M y abiding memory 
of Marilyn Home 
will be of a cur- 

tain-call at 
Covent Garden a couple of 
years ago. Amid enthusiastic 
applause there was one man 
who kept booing insistently 
from upstairs. The redoubtable 
Miss Home marched to the 
front of the stage, stopped the 
applause and defied him to 
“Come on down!" - then, hav- 
ing silenced him, raised her 
fist in the air aT| ri mairiiwi off 
in triumph. 

That was at a performance of 
Rossini’s La donna del logo. 
Sadly we shall not be seeing 
any more of Marilyn Horae in 
her famed Rossini roles. The 
Royal Opera's revival of L'ital- 
iana in Algeri. which opened 
on Saturday, is her last Rossini 
opera on stage, not just in Lon- 
don, but anywhere. For more 
than 30 years she has been a 
formidable heroine (and hero 
in trousers) in so many of this 
composer's operas, expert at 
knowing how to shape his slow 
music, exciting in the colora- 
tura. ready to fire her booming 
chest register like a cannon 
when she was roused. 

Most of those facilities are 


still available to her, though 
she has to husband her 
resources carefully these days. 
Top notes have to be 
approached very gingerly and 
phrases that move up through 
the voice are apt to waver out- 
of-tuna To the qualities out- 
lined earlier. I would add here 
that she has the gift of keeping 
the longest vocal lines going 
somewhere and that her exacti- 
tude of rhythm is exemplary. 
Decades of polishing each Ros- 
sini semiquaver have kept 
them sparkling as new. 

As the Italian girl in Algiers, 
she gives a star performance, 
with all that that implies. 
Mobility is visibly painful for 
her, but Horae’s Isabella keeps 
joy on her face, resourceful- 
ness in her spirit while mug- 
ging almost all the comic 
moments to excess. 

The Mustafa whom she capti- 
vates is Ruggero Raimondi - 
hair slicked back, long black 
whiskers, glinting eyes, plenty 
to remind us that a once formi- 
dable Don Giovanni is hiding 
under the Turkish cloak and 
baggy trousers. His way with 
the music is casual, as is his 
wont In contrast, no care was 
too great for Bruce Ford in Lin- 


doro's opening aria of love, 
which he floated as gently as a 
kiss on the breeze; he has 
become a most appealing Ros- 
sini tenor. Alessandro Corbel!] 
repeated his amusing Taddeo 
and Carlo Rizri kept the whole 
ensemble firmly in hand from 
the pit. 

If only the production under- 
stood wit as well as it does 
comedy. This is the Ponnelle 
staging which opens with a 
gaggle of grotesque eunuchs 
(what is the collective noun?) 
embroidering tasselled cur- 
tains. I did not recall that they 
return at the end sporting false 
red noses and silly walks, but 
fear I shall never be able to 
forget it now. The humour 
seems to have grown cruder 
with the years, as when Isa- 
bella floors Mustafe with a 
right hook at the end of the 
first art. 

Or perhaps that is just in 
character for a Rossini mezzo 
who has always been a knock- 
out. Incidentally. I am told that 
the unsatisfied customer at La 
donna del logo did go down to 
Marilyn Home's dressing-room 
afterwards to tell her to her 
race why he had been booing: a 
brave man, or a foolish one. 


Theatre/Malcolm Rutherford 

Schiller and a fiery anorak 



T here have been two 
outstanding openings 
in the T^nrtnn theatre 
in the last few days 
apart from the already 
acclaimed revival of Tom Stop- 
pard's Travesties at the Barbi- 
can. One is Schiller’s Wallen- 
stein at the Royal Shakespeare 
Company’s much gmaiiw thea- 
tre, The Pit The other is Ano- 
rak of Fire . a wonderful 
one-man show which has 
arrived at The Arts Theatre 
non-stop from the Edinburgh 
Festival. 

Between them they show the 
best of the old and the hopes of 
the new, though naturally we 
shall take the Schiller first. 

It would be foolish to pretend 
that even in this truncated ver- 
sion - down to just over three 
hours from an original eight - 
Wallenstein is not at times 
heavy going, especially at the 
beginning. It takes a while to 
acclimatise, to the geography 
as well as the style. For this is 
high German seriousness 
about the passions involved in 
the thirty years’ war. If you 
make the initial effort, how- 
ever. you are in for a magnifi- 
cent experience. 

To summarise wildly, the 
main difference between Schil- 
ler and Shakespearean tragedy 
is the absence of comic relief. 
In Schiller there are no sub- 
plots, no trips below the stairs. 
It is intensity throughout Yet 
even that is slightly unfair. 
The full trilogy of Wallenstein 
contains an opening play, Wal- 
lenstein's Camp, which deals 
with the reactions of the peas- 
ants and ordinary soldiers to 
the war. This has been com- 
pletely omitted from the adap- 
tation and direction by Tim 
Albery at The Pit 
The surprise is how well the 
omission works. Apart from a 
few chairs, practically the only 
prop Is a map of central 
Europe circa 1633. The map 
matters, though not in detail, 
for it shows what a melting pot 
Europe was. The wars were 
fought by mercenaries from all 
over the continent, including 
offshore islands such as 
Britain. They could be hired, 
fired, and could defect 


Wallenstein was a minor 
nobleman and a military 
genius who inspired loyalty in 
his troops and whose ambi- 
tions eventually clashed with 
those of the Emperor Ferd- 
inand. He sought to defect to 
the Protestants and failed. 
That essentially is what the 
play is about Watch, and feel, 
the passions as it unfolds. 

Ken Bones, who specialises 
in austere parts such as Sir 
Thomas More at the Shaw 
three years ago, plays the 
agonising and the pride of Wal- 
lenstein to perfection. There is 
pathos (and some lightening of 
tone) from Olivia Williams as 
his daughter, Thekla. Above 
all, there is some superb 
playing between Philip Voss as 
Piccolomini, the officer who 
betrays Wallenstein, and Toby 
Stephens as the Piccolomini 
son whose loyalties are 
divided. Hie blank verse trans- 
lation by Francis Lamport is 
immaculate - and moving. 


True, it is not Shakespeare, but 

nor is it meant to be. 

•*+ 

Anorak of Fire, the first stage 
work by Stephen Dinsdale, 
revolves around the unlikely 
subject of train-spotting, 
though as James Holmes 
speaks his lines, you will see 
that there is more to spotting 
than trains. 

Holmes has a lovely shy 
Yorkshire voice, an engaging 
walk and face, while Dinsdale 
has given him some splendidly 
funny lines. Note the explana- 
tions for why spotting is on the 
increase and why real spotters 
wear trousers not jeans. 

On this showing Dinsdale is 
the most interesting new talent 
in London theatre since Alan 
Ayckbourn arrived, also at The 
Arts, about 30 years ago. 


Wallenstein is in repertory at 
The Pit (071) 638 8891. 

Anorak of Fire is at The Arts 
until October 2 (071) 836 2132. 
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■ BERLIN 
♦I 

BERLIN FESTIVAL 

• This year's theme Is Japan and 
Europe. Tonight at the 
Kammenraisiksaai, Peter Sedan, 
Pamela Frank and Yo Yo Ma give 
the world premiere of a new piano 
trio by Takemltsu. Tokyo Ballet 
opens a three-week residency at 
the Deutsche Oper tomorrow with 
the first performance in Europe of 

a new Efefart work exploring the 
world of mythology (daily till Sun). 
The second week Is devoted to 
Bdjarfs Kabufd ballet, and the third 

to a mixed bIH. Martin-Gropius-Bau 

has an exhibition entitled Japan 
and Europe 1543-1929, with more 
r , than 500 objects tracing the 

development of Japanese art and 
the Influence which Japanese and 
European artists have had on each 

other. _ 

• The festival programme at toe 
PhUbamronie Is dominated this 
week by the keyboard music of 
Bach: there are recitals by Andras 
Schfff on Wed, Bruno Canino on 
Thurs and Peter Seridn on Sat 



(Kammermusiksaal), and all three 
pianists join in performances of 
Bach concertos on Fri. Claudio 
Abbedo conducts a Berlin 
Philharmonic Orchestra programme 
of Strauss and Musorgsky on Wed 
and Thurs, and Vladimir Ashkenazy 
conducts the Berlin Radio 
Symphony Orchestra In an 
all-Tchaikovsky programme on Sun, 
with soprano soloist Julia Varady. 
Alfred Brendel plays Beethoven 
sonatas next Tues. 

• At the Schausplelhaus on Wed, 
Daniel Nazareth conducts MDR 
Symphony Orchestra and chorus 

In an all-Ravel programme. Fri: 
Garrick Ohlsson is soloist In 
Busoni's Plano Concerto with Berlin 
Radio Orchestra and Chorus 
conducted by Yan Pascal Tortelier. 
Sat: Michael Schoenwandt conducts 
Berlin Symphony Orchestra in 
Busoni. Mahler and Berlioz. 

• The festival runs till Sep 30. 

The festival office is at Budapester 
Strasse 48 (Information 254890 
ticket reservations 2548 9100) 

OTHER EVENTS 

Francisco Araiza sings the title rote 
In Lohengrin tomorrow and Fri at 
Staatsoper urrter den Linden, 
where repertory also includes a 
B6jart ballet evening, Cosi fan tutte, 
Les Contes d'Hoffmann and Die 
Zauberflote (2035 4434). The 
Korrtiscfie Oper has Harry Kupfer 
productions of Rimsky-Korsakov's 
Tsar Saltan and Handel’s Glulio 
Cesare. On Thurs, MHtiadis Caridis 
conducts a concert In which Peter 
Rdsei Is soloist in Rakhmaninov’s 
Fourth Piano Concerto (229 2555). 

A new production of Cabaret can 
be seen dally except Mon at 


Theater des Westerns (3190 3193). 
The ensemble of the Deutsche Oper 
is on tour in Japan till mid-October. 


■ NEW YORK 


CONCERTS 

Avery Fisher HaB The New York 
Philharmonic Orchestra launches 
its new season on Wed with a 
Beethoven and Shostakovich 
programme conducted by Kurt 
Masur. with violin soloist Itzhak 
Perlman (repeated Thurs, Fri 
morning, next Tues). Sun afternoon: 
Leon Botstein conducts American 
Symphony Orchestra in a 
programme on a Shakespeare 
theme (875 5C30) 

Carnegie HaU The Philadelphia 
Orchestra, conducted by Wolfgang 
Sawailisch. opens the new season 
on Thurs with Rorem's Eagles, 
Sibelius' Violin Concerto (Midori) 
and Brahms' Second Symphony 
(247 7800) 

OPERA 

Metropolitan Opera The 1993-4 
season opens next Mon with a gala 
celebrating the 25th anniversary 
of the Met debuts of Luciano 
Pavarotti and Pladdo Domingo. 
Repertory In the opening month 
Is Madama Butterfly, Fidello, Die 
Zauberflote and Tosca (362 6000) 
State Theater New York City 
Opera’s repertory for the next two 
weeks is The Mikado, Tippett’s The 
Midsummer Marriage, Turandot, 
Madama Butterfly and Carmen. The 
company stages three world 
premieres In the week beginning 


Oct 4 (870 5570) 

THEATRE 

• Black Comedy/White Liars: 
Black Comedy is an impeccable 
revival of Peter Shaffer’s 1960s 
farce, starring Peter MacNicol. White 
Liars is a curtain-raiser in which 
Nancy Marc hand takes the part 

of a bogus baroness turned 
fortune- tefler (Roundabout, 

Broadway at 45th St, 869 8400) 

• Angels in America' the first half 
of Tony Kushnerte epic, freewheeling 
play about gay life, Reagan-era 
politics and Mormonism. Not to 

be missed (Walter Kerr, 219 West 
48th St 239 6200) 

• The Sisters Rosensweig: Wendy 
Wasseretem's play, a comedy with 
serious undertones, about the 
reunion in London of three American 
Jewish sisters (Ethel Barrymore, 

243 West 47th St, 239 6200) 

• Later Life: A.R. Gurney’s play 
about the reunion after 30 years 
of a man and woman who were 
once in love (Westside, 407 West 
43rd St 307 4100) 

• Annie Warbucks: Kathryn 
Zdremba, an infant phenomenon 
if ever there was one, has the title 
role in this beguiling sequel to the 
musical Annie (Variety Arts, Third 
Ave at 14th St, 239 6200) 

• Tommy: a musical written and 
composed by Pete Townshend, 
based on the classic 1989 rock 
opera by The Who and directed 
by Des McAnuff (St James, 246 
West 44th St 239 6200) 

JAZZ/CABARET 

Michael’s Pub Mel Tomte displays 
his resilient rhythmicaHy agile voice 
and his collection of American 


songbook standards, all good 
okl-fashioned entertainment (211 
East 55th St, 758 2272) 

Carlyle Hotel Cafe Cartyie is 
currently home to Barbara Cook, 
Broadway ingenue turned cabaret 
legend (Madison Ave at 76th St, 

744 1600) 

AJgonqmn Hotel Peter Howard 
Celebrates Broadway is a tribute 
to 100 years of musical comedy, 
featuring veteran performers tee 
Roy Reams and Jeanne Lehman. 

Till Oct 9 in the Oak Room (59 West 
44th St, 840 6800) 


■ PARIS 


MUSIC/DANCE 

. • The 1993-4 season at Opera 
Bastiild opens on Thurs with a new 
production of Der fliegende 
Hollander conducted by 
Myung-Whun Chung and staged 
by Werner Herzog, with a cast fed 
by Falk Struckmann and Sabine 
Hass. The production runs till Oct 
18 with changing casts. Roman 
Polanski’s staging of Les Contes 
d'Hoffmann is revived on Oct 9 with 
David Rendall In the title role (4473 
1300) 

• A new production of Der 
Rosen kavalier. with Felicity Lott 
as the Marschallin, opens a Richard 
Strauss cycle at the ChStelet on 
Fri (repeated Sep 27, 29. Oct 5 and 
5). Annin Jordan conducts toe 
Phliharmonia Orchestra In a staging 
by Adolf Dresan. The Phflharmonia 
also gives a concert of Strauss, 
Mahler and Schubert on Sun under 
Mikhail Pletnev, with mezzo soloist 


Jard van Nes (4028 2840) 

• Semyon Bychkov conducts 
Orchestra de Paris in a Richard 
Strauss programme at Satie Pteyel 
on Wed. Thurs and Sat afternoon, 
with Margaret Price soloist in toe 
Four Last Songs (4581 0630) 

• Groupe Emile Dubois, a 
Grenoble-based dance troupe 
directed by Jean-CJaude Galotta, 
is in residence at Thdatre de la 
Ville from Tues to Sat (4274 2277). 
The dance season at Palais Gamier 
opens on Sep 29 with a gala 
including choreographies by Bessy, 
Lander and Forsythe (4742 5371) 

FESTIVAL D-AUTOMNE 
The festival opens tomorrow with 
Bob Wilson’s stage adaptation of 
Virginia Woolfs Orlando starring 
Isabelle Huppert The production, 
first seen last year in Lausanne, 
runs till Oct 24 at Odeon-Thdfitre 
de PEurope (4441 3636). Mauricio 
Kagel’s Variety, described as a 
concert spectacle for artists and 
musicians, runs from Wed till Sat 
at the Op^ra Comique in a staging 
by Werner Herzog (4286 8883). The 
festival, which runs till Dec 30, also 
Includes SQchnsris Wozzeck 
directed by Jean-Pierre Vincent, 
Giorgio Strehler’s touring production 
of Goldoni's Le baruffe chiozotte 
and Peter Sellars’ modem 
English-language version of 
Aeschylus' The Persians. The dance 
programme features Twyla Tharp, 
Lucinda Childs, Bill T. Jones, Jan 
Fabre and Anne Teresa de 
Keersmaeker. The muse programme 
has an American slant with, a 
special focus on Steve Reich, John 
Adams and John Cage (Information: 
4296 9694) 


ARTS GUIDE 

Monday; Berlin, New York 
and Paris. 

Tuesday: Austria, Belgium, 
Netherlands, Switzerland. 
Chicago, Washington. 
Wednesday: France, Ger- 
many, Scandinavia. 
Thursday: Italy, Spain, 
Athens, London, Prague. 
Friday: Exhibitions Guide. 

Enropean Cable and 
Satellite Business TV 

(All times are Central Euro- 
pean Time) 

MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730; 2230 
Monday Super Channel: 
West of Moscow 1230. 
Super Channel: Financial 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 

Reports 2130 

Thursday Sky News: 
Financial Times Reports 
2030; 0130 

Friday Super Channel: 
European Business Today 
0730; 2230 

Sky News: Financial Times 
Reports 0530 
Saturday Super Channel: 
Financial Times Reports 
0930 

Sky News: West of 
Moscow 1130; 2230 
Sunday Super Channel: 
West of Moscow 1830 
Super Channel: Financial 
Times Reports 1900 
Sky News: West of 
Moscow 0230; 0530 
Sky News: Financial Times 
Reports 1330; 2030 
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Japan Inc in need 
of long-term reform 



If history is 
the result of a 
series of acci- 
dents, some, 
in hindsight, 
can be clearly 
seen to mark 

PE«SONAL?iV“r:l 

View points. 

At first 
glance, the appointment in 
early August of Mr Morlhiro 
Hosokawa as Japan's prime 
minister seems precisely such 
a turning point. On reflection, 
however, it is only a deepening 
of the rot in which Japanese 
politics - and the Japanese 
economy - have long been 
mired. 

Mr Hosokawa comes from 
the country’s fifth largest polit- 
ical party, The Japan New 
Party, which secured only 35 of 
the 511 seats in the Diet's 
Lower House; the Liberal Dem- 
ocratic party is still, by Ear, the 
largest single grouping in the 
Diet. Even within Mr Hoso- 
kawa’s coalition government, 
the Socialists, with 70 seats, 
dominate. Mr Hosokawa was 
chosen as prime minister by 
this coalition because he was 
thought to be, in the eyes of 
the public, the least of the evils 
and the safest protection 
against a revengeful LDP. [f a 
small group of just 33 members 
fled the coalition, the LDP 
might well regain control. 

Most coalition members are 
already nervous about the next 
election, given the fact that 
each of the coalition parties 
had to suppress its ideological 
claims in order to form the alli- 
ance in the first place. Equally 
revealing, all the coalition par- 
ties have now declared that 
they will continue to support 
and apply the politics long 
advocated by the LDP. As a 
result, Japan Inc. marches on 
- unreformed. 

Thus, the new government 
cannot - and will not - be able 
to discuss any serious policy 
matters for fear of losing its 
control, temper or harmony 
(though it has embarked on 
some reforms to deregulate the 
economy). 

So the government will con- 
centrate on reforming the elec- 
toral system from its tradi- 
tional wide area, multi-seat 
approach to a narrow area, sin- 
gle-seat system. However, once 
these 300 new electoral dis- 
tricts are agreed, coalition 


members will begin fighting 
among themselves for the nom- 
inations. In such an environ- 
ment, serious attention to 
changing Japan from a pro- 
ducer- to a consumer-oriented 
society is impossible. 

There will be no help from 
Mr Irhiro Ozawa, shadow “Sho- 
gun” of the Shinseito party, 
whose near 30 years as an LDP 
politician makes the creation 
of a new conservative party, 
with the same structure as the 
LDP, his easiest and most logi- 
cal choice. After all, it was he 
who perfected in the old days 
Japan's “iron triangle" or polit- 
ical-bureaucratic-industrial col- 
lusion. 

The fragility of the govern- 
ment, coupled with the strong 
pull of the entrenched “iron 
triangle”, is deeply unfortu- 
nate. Together, they produce 
paralysis - and at a time of 
unprecedented economic slow- 
down. Although macro indica- 
tors suggest positive signs - 
export surplus at an all-time 
high of $150bn; personal depos- 

The government 
cannot discuss 
serious policy 
matters for fear of 
losing control 

its and savings at the stagger- 
ing level of $500 trillion - the 
economic gloom persists. Aver- 
age consumer households 
already have two TVs and 1.5 
cars. They will not buy any 
more. Nor is there space in 
their small homes to put addi- 
tional refrigerators or stereos. 

Less visible but no less trou- 
blesome, most Japanese corpo- 
rations earning export dollars 
are actually losing money. 
They export at a loss because 
the rigidities of an inflexible 
employment system mean they 
cannot adjust their annual 
business plans. What is 
counted in national statistics 
as an export surplus is nothing 
but an accumulation of money- 
losing business, especially at 
Y105 to the dollar or less. The 
right exchange rate for the 
yen. as determined by purchas- 
ing power, would be about 
Y180 to the dollar. 

The current rate is often 
seen In Japan as punishment 
by the international commu- 
nity for Tokyo's trade policies 


(the Japanese government 
finds It extremely difficult to 
regulate the currency market 
as It regulates other markets). 

The best - perhaps only - 
way to boost the economy is to 
invest in housing on a large 
scale, tapping the huge well of 
private savings. Average Japa- 
nese households comprise 80 
square metres of floor space, 
compared with 100 sq m in the 
three largest European econo- 
mies. Given the availability of 
land and high-speed commuter 
trains, there is no reason why 
housing should be so expen- 
sive. The Ideal remedy is to 
remove the regulations and 
lighten the taxes that discour- 
age improvement of housing. 
Larger houses will, in turn, 
create consumer demand. 

Improving the life style of 
Japanese people will not only 
boost the economy, but also 
normalise the exchange rate. 
Such a move would balance 
the trade statistics and make 
the Japanese market more 
accessible to other nations. In 
short, creating a good life for 
Japanese people is in every- 
one's interest - except the 
power brokers of the new polit- 
ical system and the remnants 
of the “iron triangle" who look, 
instead, only for the short-term 
economic “fixes". 

Japan must shift to a genu- 
ine free-market economy. Ini- 
tially , this would certainly lead 
to a plunge in property values 
and stock markets. These 
“real” prices may also bank- 
rupt over-extended financial 
institutions and bust the “bub- 
ble" players. But such a move 
would attract responsible 
investors and consumers, with 
their huge savings, back into 
the market. 

The practical question is 
whether a weak new govern- 
ment can tell a powerful “iron 
triangle" to keep its hands off. 

If it will not, or cannot, the 
good life will remain a mirage 
and the rest of the world will 
remain frustrated with our 
markets and our currency. 

Kenichi Ohmae 

The author ; chairman of the 
Japanese arm of management 
consultants. McKinsey. last 
year launched a pressure group 
committed to far-reaching 
reforms to Japan's political 
system 


T he UK's progress on 
meeting targets on 
global warming will 
come under the spot- 
light this week in Manchester 
at a grandly titled 'Partner- 
ships for Change' forum. 

The forum Is the Initiative of 
Mr John Major, the prime min- 
ister, who offered to hold the 
event for more than 350 envi- 
ronmental pressure groups at 
Last year’s Rio Earth Summit 
But government officials are 
wondering whether the guests 
will bite the hand that feeds 
them: the meeting will draw 
attention to whether the UK 
can meet the Rio targets on 
global warming at an awkward 
point in the development of its 
environmental policy. 

Under particular scrutiny is 
the UK's strategy for meeting 
the Rio commitment to cut 
emissions of gases which 
might cause global warming. 
Although scientists may take 
decades to establish whether 
warming is occuring, govern- 
ments decided at Rio that the 
threat was so great that imme- 
diate action was necessary. 

Mr Major has called global 
warming one of Britain's envi- 
ronmental priorities. At Rio, 
Britain promised to cat emisr 
sions of carbon dioxide, one of 
the main “greenhouse” g ases, 
to 1990 levels by 2000. Accord- 
ing to the Department of Trade 
and Industry, this mpa^s a cut 
of 10m tonnes of carbon (mtC) 
on projected levels of emis- 
sions, or about 6 per cent 
In the past six months the 
government has published sev- 
eral accounts of how it will 
make those cuts (see table). 
But environmentalists - many 
of them in Manchester today - 
argue that the government's 
explanations are inadequate. 
Tory backbenchers, mindful of 
the party conference in three 
weeks, also fear that- the pro- 
posals are a political minefield. 

According to the govern- 
ment’s latest plan, measures 
announced in the March Bud- 
get - the imposition of value 
added tax on domestic fuel and 
increased road and petrol taxes 
- will cut emissions by 3mtC, 
by reducing consumption. 

But some economists and 
environmentalists argue that 
these taxes will not have have 
much impact on emissions 
because people’s use of trans- 
port and household energy is 
relatively insensitive to price. 
VAT is blunt and its applica- 
tion will produce little by way 
of a demand response.” says 
Mr Dieter Helm, director of 
Oxford Economic Research 
Associates, a forecasting 
group. 

In addition, the VAT move 
has provoked the summer’s 


Bronwen Maddox on UK efforts to meet ffio 
Summit commitments on global warming 

No reason for 


a warm glow 


Breakdown of 
government plans for 
cutting cartoon dioxide 

emissions 
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biggest political storm. Road 
arid car lobby groups have also 
warned the government that 
plans to raise vehicle tax will 
be unpopular. 

In spite of these concerns the 
government is likely to press 
ahead with these revenue-rais- 
ing measures because of its 
£50bn public sector borrowing 
requirement 

Environmentalists have also 
questioned the likely effective- 
ness of the Energy Saving 
Trust, a newly-formed partner- 
ship between government and 
the utilities designed to 
encourage households to save 
energy. Headed by Lord John 
Moore, a former cabinet minis- 
ter, the trust's brief is to 
deliver a quarter of the Rio tar- 
get cuts in emissions. 

But the trust has had a slow 
start In the current year it is 
likely to invest only a few mil- 
lion pounds in energy-saving 
projects such as encouraging 
householders to install more 
efficient boilers. According to 
government estimates, the 
trust needs to invest some 
£450m a year in such projects 
to achieve its share of the car- 
bon emission cuts. 

The trust's director, Mr Earn 
Lees, acknowledges that it 
“will be something of a chal- 
lenge” to expand the trust's 
annual investments to the 
level stated by the government 
by 2000. Mr Andrew Warren, 
director of the London-based 
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Government plans for cutting emissions have aroused criticism 


Association for the Conserva- 
tion of Energy, puts it more 
bluntly: “It is hard to see how 
the trust is on coarse to 
achieve a fraction of the tar- 
gets the government has set.” 

However, if the trust is suc- 
cessful. it also could, paradoxi- 
cally. stir up more political 
trouble: for the cost of its 
investments will be passed on 
to all households - including 
those which have not benefi- 
ted from its projects - as an 
extra charge on their gas and 
electricity bills. 

Conservative 
backbenchers fear 
the government . 
proposals are a 
political minefield 

The government says that if 
the trust invests the £450m 
annually needed to meet the 
emission targets, the result 
could be an increase in domes- 
tic energy bills of some 4 per 
cent - on top of the VAT cm 
domestic fuel that is causing 
such political uproar. This cal- 
culation has attracted less 
attention than the VAT move, 
but it nevertheless contains 
the seeds of future trouble. 
Besides these central planks 


of its carbon-saving plans, the 
government hopes that four 
smaller schemes will collec- 
tively save an extra ImtC - 
one tenth of the Rio target 
The four initiatives .are a 
change in UK regulations on 
new buildings to encourage 
better insulation, government 
backing for a small increase in 
the share of electricity gener- 
ated by solar, wind and wave 
power, and two EC projects 
known as EMAS and SAVE, 
which are designed to promote 
“green” management and 
energy efficiency respectively. 

Together, these measures - 
the Budget proposals, the 
Energy Saving Trust and the 
four smaller schemes - should, 
the government says, save 
more than 6.5 mtC in total, 
two-thirds of the Rio target 

Environmentalists, already 
sceptical of these proposals, 
were even more startled in 
July when the prime minister 
asserted that “our plans are 
now complete". The re maining 
one-third of the Rio target, he 
said, would be met by 
enhanced energy efficiency in 
business, households and 
transport, though he refused to 
spell out the measures. 

Mr Major's statement raises 
more questions than it 
answers. In particular, steadily 
rising volumes of road traffic - 


and the government’s jk®/ 
gramme to build more roads 
threaten to increase carbon 
emissions. 

The government has said ft 
will not address the issues 
rai sed by its critics the 
end of the year, when ff wife 
publish a full and detailed 
explanation of how it w31 atea 
the Rio targets. 

Does it matter if the gown*." 
meat's plans to cut carbon 
emissions are inadequate? ft 
has invested much of. its envi- 
ronmental reputation ^-pub- 
lishing a credible plan. WBb- 
out such a plan the UK 
government would, in effect, 
be excluded from the growing 
debate about whether. global 
wanning should be combatted 
through investment, in energy ’ 
schemes in developing coua- ' 
tries, rather than in industria- 
lised ones. 1: - 

However, as Ev'as'meettiaE 
the Rio 2000 target ia : con- 
cerned, the goverzimeiri 'iiiair 
find that recession ahut tha 
decline of the coal indusby cut 
emissions more effectively 
than its disparate collection or 
small carbon-earing s*^*"*^ 

The DTTs forecast that a. 
lOmtC cut is needed to reduce 
emissions to 1990 levels ifes. 
based on the assramptuxLcCaii 
annual growth in gross dotee* 
tic product of 2.5 per cent 
between 1990 and 2QHL 
ever, in 1381 GDP fell by par ~ 
cent, and in 1992 by 0.4 par 
cent and economists now pre- 
dict only a sluggish reamers- 
over the next few years. The 
UK may therefore not need to 
cut lOmtC to bring emissions 
bads to 1990 levels by 2000. ■- 
At the same time, the elec- 
tricity industry may switch 
more quickly . to gas-fired, 
power stations than is assuzxed 
in the DTI models. Gas emits 
less carbon than coal-burning 
stations, so this will help. 

So as far as meeting the let-' 
ter of the Rio targets goes, the 
government’s task may be 
easier than it first thought, 
which could compensate for 
weaknesses in its carbon-sav- 
ing plans. 

But what happens beyond 
2000? Ministers have acknowl- 
edged that although the Rio 
target is commonly described 
as “stabilisation”, emissions 
are likely to rise sharply after 
that year as the economy con- 
tinues to grow. 

If government critics are 
right, and the UK's schemes to 
cut carbon emissions are inef- 
fectual, then the country will 
be poorly placed to tackle 
those long-term trends. That 
will be true even if it manage , 
by virtue of a sluggish econ- 
omy, to meet the Rio targets by 
2000. 
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The irony of 
Morocco 
playing host 

From Mr Martin Hughes. 

Sir, King Hassan of Morocco 
enjoyed something of a public- 
ity coup as a result of the 
recent Middle East peace set- 
tlement First Yassir Arafat 
chairman of the Palestine Lib- 
eration Organisation, arrived 
in Washington on a Moroccan 
aircraft; then Israeli prime 
minis ter Yitzak Rabin's first 
port of call his way back home 
was Rabat. 

Nothing wrong, ft should be 
said, with an Arab leader get- 
ting In on the wider rapproche- 
ment between Israel and the 
Arab states. But ts there not 
some irony in Hassan playing 
host while his country remains 
in illegal occupation of another 
country, the Western Sahara? 
The Moroccan army moved 
into the Western Sahara eight 
years after Israel occupied the 
West Bank and Gaza. Despite 
UN involvement, there seems 
little sign that Hassan intends 
to allow the inhabitants of the 
Western Sahara a free vote on 
their future. 

Perhaps Arafat or Rabin, or 
even better US secretary of 
state Warren Christopher, 
should point out to Hassan 
that if hie wants to play a part 
in the new Middle East, he 
should put his own house in. 
order. Like the Palestinians, 
the Sahara wi people have been 
waiting too long for the oppor- 
tunity to exercise their right to 
setf-determlmtkUL 
Martin Hughes, 

VfoW Campaigns. 

Fenner Brockway House, 

37-39 Qreat Guildford Street, 
London SE1 OES 


Public sector must 
also ‘take medicine’ 
of pay restraint 


From A WBuncher. 

Sir, I was incensed at the 
reaction of public sector work- 
ers when it was announced 
that, to help government 
spending, there would be an 
effective pay freeze in the year 
1994-95 ("Unions warn of 
‘chaos’ over public pay 
stance", September 15). 

Why do they consider them- 
selves immune from the reces- 
sion which the rest of society 
has had to suffer? I am a direc- 
tor of a small service company 
in Devon. Our livelihood 
depends on the prosperity of 
other companies and the reces- 
sion has hit this area very hard 
- but we are not alone in that. 

To help protect the company 
our employees and directors 
have made many sacrifices, 
involving no pay increases 
since January 1991, 5 per cent 


pay reduction, redundancies, 
suspended pension contribu- 
tions. etc. 

I think my company, alo n g 
with thousands of others 
around the country, has by 
necessity taken the necessary 
steps to cut costs. I therefore 
pose the question - why 
should the public sector be 
exempt? After all, we pay their 
wages out of our reduced 
means, f also believe the aver- 
age salaries shown In your 
article compare very favoura- 
bly with the private sector. 

Public sector workers should 
take their medicine like the 
rest of us and stop whingeing. 
Think positive, think produc- 
tivity, think cost-saving, t hink 
of others. 

A W Buncher, 

21 North View AvenUt, 

Bideford, Devon EX393LJ 


Why inflation is never slain 


From Mr Walter Grey. 

Sir, It was a shade presump- 
tuous of the financial secretary 
to the Treasury to declare the 
British economy “inflation- 
free” (“Unions attack Dorrell 
inflation claim”, September 
15). Nemesis, judging by 
August's RPI figure, may 
already be on the march. The 
inflation dragon, of course, 
though occasionally worsted, is 
never slain. The war against it 
is unending and has to be re- 
fought continuously. The 
enemy is never more danger- 
ous, moreover, than when It 


looks down and out 
The start of a cyclical 
upswing is particularly critical 
It is precisely then that, often 
unseen and unguarded, the 
seeds of a fresh inflationary 
boom, and its recessionary 
aftermath, are apt to be sown, 
keeping the whole familiar 
show on the road. Those who 
make light of a danger they are 
ostensibly determined to com- 
bat are like fighters with one 
arm tied be hind their hank 
Walter Grey, 

12 Arden Road. 

Finchley, London N3 SAN 


Lack of choice on technologies worry ing 


From Mr Paul Ruskin. 

Sir, I welcome the idea that 
the UK is to pick ideas in 
which technology funding 
should be concentrated (“Sci- 
ence foresight plan launched". 
September 13). As with any 
company, the UK needs to 
have a clear vision of where to 
invest Its resources in order to 
develop a competitive techno- 
logical position. 

However, it is worrying to 
learn that the technology fore- 
sight steering group has yet to 
decide how to choose between 
technologies. 

The process suggested - in 


which many scientists, aca- 
demes and industrialists will 
be consulted - may unfortu- 
nately lead to the choice of 
important technologies in 
which we cannot be competi- 
tive. 

We need to decide where we 
will try to be world leaders, 
where we are better working in 
partnerships (for example, 
with our colleagues in the 
European Community), and 
where we would do better to 
buy in. Britain is to some 
extent a niche player in the 
world of technology, it needs to 
choose carefully. 


The government must also 
make best use of the substan- 
tial independent contract 
research and development sec- 
tor in enhancing these technol- 
ogies. This sector provides q 
cost-effective means of trans- 
ferring technology to a broad 
range of industries in the UK 
while maintaining centres of 
excellence. 

Paul Raskin, 
associate director, 
Ar^DIMtlelCambridge Con- 
sultants, 

Science Park, 

MUton Road, 

Cambridge CB4 4DW 


No sign of 
revolution 
in US 
healthcare 

From Mr Philip Mickelborough 
Sir, “Revolution" seems « 
terribly strong word wit! 
which to headline Michae 
Prowse’s report on. the pro 
posed US healthcare reform 
(“Healthcare revolution 1 
nigh: Will Clinton's plan meat 
cheap care or a free lunch? 
September 10). 

The trickle of leaks may now 
have become a torrent, but tlx 
ideas are little different fron 
those suggested well before 
“tilary Clinton’s task fores 
was set up. 

Interestingly, the two most 
radical ideas to have come 
from America recently appear 
to have been dismissed. The 
Oregon plan accepted that 
rationing of health care was 
universal and inevitable how- 
ever it was disguised. 

Under that scheme individ- 
ual diseases and treatments 
were paired up, and each con- 
orooni treatment pair was rated 
by cost and its effectiveness in 
improving quality of life. These 
Pairs were ranked in order of 
descending cost-effectiveness 
and a cut-off point, determined 
f ^ bu <te®t available, was 
set. The aim was to eliminate 
®toenstve treatments for mw 
ailmente. and, more controver- 
jgUy; Ineffijcava treatments 
for serious illnesses. 

Tnhn r V*i ently ' economists 
John Goodman and Gerald 
Musgrave (also noted by Mich- 
*5,**°*®®- to his column, "A 
contrary view on healthcare" 
August 23) pointed out howUt- 

f ? rces a &Ply when 
healthcare is bought by an 

^oyerorthego^erm^iL 

consumption controls for the 

seriomfrn^ treatlllents - More 
senous illnesses would be cov- 

w^ b iL^ t ^ ance ’ but ^ 

wver would be purchased hv 
tte tadirtduai rattaSto 

L e t m S Io i er ' 

Mickelborough, 

ZStEZS,*"* 

Wiltshire SN8 Ua 



dr/' 


•• -.- r.'-Wjxt.i pr 0 . 


'■'...ini i 

-. • site S? H 


OR 


\ ■ Jgnof 
:v\ : :vJiion 
v ;i> 

• v ..;;:\are 


FINANCIAL TIMES MONDAY SEPTEMBFH 2U 1993 

financial times 

Number One Southwark Bridge. London SE1 9HL 
Tel: 071-873 3000 Telex: 922186 Fax: 071-107 5700 

Monday September 20 1993 


Siting the 
Gaines 


.FROM THE beginning of the 
modern Olympic movement a cen- 
tury ago, the right to host the 
quadrennial games has been hotly 
contested. At Erst the contestants 
were merely the sporting estab- 
lishments in different countries - 
in 1896 the Greek government was 
apparently not consulted - but the 
Issue inevitably became politicised 
as the prestige of the Games grew. 
National and civic pride were 
involved from the start The eco- 
nomic and commercial stakes 
have also become considerable, 
although the costs have kept pace: 
lew have forgotten the spectacular 
overrun at Montreal in 1976. 

Since that time financial guar- 
antees, from national govern- 
ments and private interests (espe- 
cially television), have been a 
major consideration for the Inter- 
national Olympic Committee (IOC) 
i in deciding where to hold the 
Games. The support of American 
television and other corporate 
sponsors was almost certainly 
decisive in securing the 1996 
Games for Atlanta, when many 
had expected that for their cente- 
nary they would return to Greece. 

Favoured city 

The IOC has also tended to 
make its derisions further and fur- 
ther in advance. The choice for 
1996 was made in September 1990; 
that for 2000 is to be made this 
week. The object of this is, of 
course, to give the favoured city 
time for the more and more spec- 
i tacular preparations that are 
deemed necessary. Hosting the 
Olympics has come to be seen as 
the key to unlock a veritable El 
Dorado of public and private 
investment Even a bid which is 
not given a very strong chance of 
success - like that of Manchester 
this time - can be used as the 
centrepiece of a development 
strategy aimed at changing a 
city's image. 

But the Olympics cannot work 
miracles, as the authorities in Bra- 
silia implicitly recognised when 
they withdrew their bid last 
month. It is no good having the 
backing of your national authori- 
ties if they themselves are gener- 
ally perceived as insolvent Per- 
haps unfairly, similar 
considerations will almost cer- 
tainly rule out Istanbul, while Ber- 
lin has to contend with the mem- 
ory of the 1936 Olympics, opened 
by Chancellor Adolf Hitler and 


ably exploited by his propaganda 
chief Josef Goebbels. 

The final choice seems likely to 
be between Sydney and Beijing. 
The former has many technical 
considerations in its favour, but 
the fatter may have the edge for 
reasons largely unconnected with 
sport. The Chinese authorities des- 
perately want it, and China is now 
widely seen as the most exciting 
area of the world economy. 

Troubled memories 

Yet it would surely be impru- 
dent, as well as unjust, to let 
memories of 1936 count against 
Berlin while giving Beijing the 
benefit of the doubt. U 1936 looms 
large in Berlin's case, it is because 
a minority of the city’s own inhab- 
itants is deeply troubled by those ' 
memories, and is free to draw 
attention to them. The memory of 
what happened in Beijing in 1989 

- the Tiananmen Square massacre 

- may not have been drawn so 
directly to the IOC’s attention, but 
it should be much fresher. 

No doubt things have improved 
in China since then, and with luck 
by 2000 they will have improved 
even more. But who can possibly 
tell? The IOC should not risk 
inflicting on the world another 
drama like that of Mexico in 1968, 
when the Gaines were held in a 
city from which the blood of hun- 
dreds of student rioters had 
scarcely been cleaned; nor yet 
another dilemma like that of 
Moscow in 1980, when those who 
competed, in defiance of a US-led 
boycott, found themselves implic- 
itly condoning the Soviet invasion 

of Af ghanistan 

Trade sanctions are not an 
appropriate way to advance the 
cause of human rights in China. 
But to commit the world to hold- 
ing its top sporting event in Bei- 
jing in seven years’ time would 
amount to a vote of confidence in 
China's rulers which they cannot 
be said to have earned. The Chi- 
nese authorities have in recent 
weeks sought to boost their 
chances by taking steps to 
improve their image on human 
rights. But they have also corral- 
led their citizens into assisting 
their bid in typically repressive 
fashion and would almost cer- 
tainly do likewise during the 
event itself. Beijing should be told 
that it can stage the Games only 
when its own people are at liberty 
to enjoy them. 


A shiver in 
East London 


THE EXTREME right's victory in 
a local authority by-election last 
week has sent a shiver through 
British political life. Concern has 
already been rising over the level 
of racial attacks reported to the 
police in many UK dries. Politi- 
cians, churchmen and community 
leaders have been quick to deplore 
the success of a party that is 
openly racist in its programme. 

It is much too soon, however, to 
see the election of a British 
National Party councillor in the 
east London borough of Tower 
Hamlets as evidence of a far-right 
breakthrough. The BNP victory, 
on less than 34 per cent of the 
vote, was achieved only because of 
a close three-way split in the vot- 
ing. It was the first electoral suc- 
cess for the party in the 12 years 
of its existence. Its predecessor, 
the National Front, won only two 
council seats, despite a backlash 
in some parts of the country over 
the arrival of east African, asians. 

The docklands to the east of 
London have offered fertile 
ground for the BNP’s brand of pol- 
itics. Many white working class 
people in the area have been eco- 
nomically marginalised by the 
docks' decline. The skyline is dom- 
inated by prestige office develop- 
ments such as Canary Wharf that 
provide few jobs for the unskilled. 
Fortified apartments in luxury 
developments back on to 
run-down rented housing built by 
the local council for low-income 
families. The housing of homeless 
Bangladeshis in new homes by the 
council has provided a convenient 
scapegoat which the BNP has 
been quick to target 

Indeed, it might be thought sur- 
prising that in a recession the 
BNP has not been able to win 
mom support in this and similar 
communities throughout the UK. 
Elsewhere in western Europe, 
extreme right parties have won as 
much as 15 per cent of the popular 
vote, control local authorities and 
are represented in parliament 

Fringe parties 

That the extreme right has been 
less successful in the UK is partly 
due to the first-past-the-post elec- 
toral system. This makes it hard 
for fringe parties to break 
through. But mostly It can be 
attributed to the ease with which 
an island state is able to limit 
immigration. Britain has been 


able to reduce the flow of immi- 
grants to a level that makes it 
easier to absorb newcomers with- 
out social conflict. It has also 
found it all too easy to shut out 
the tide of refugees flooding into 
the rest of Europe from the east 
Only when ethnic minorities have 
become concentrated in particular 
locations has the social fabric 
been seriously strained. 

More integration 

The counterpoint of stiff immi- 
gration controls, however, has 
been a concern to integrate ethnic 
minorities into British life and 
offer equality of opportunity. 
There is also a well-established 
legal framework to deter racial 
discrimination and outlaw incite- 
ment to ' racial hatred. This 
approach can claim a degree of 
success, certainly in comparison 
with some other multi-ethnic soci- 
eties. 

Yet reports of increasing racial 
attacks in Tower Hamlets and 
other urban areas indicate a seam- 
ier side to this picture of an open 
and tolerant multi-racial society. 
Many people from ethnic minor!- 
tie s live in fear of abuse and vio- 
lence, not always confident that | 
the police are willing or able to | 
defend them. Their rights must be 
defended and their property pro- 
tected if they are not to be forced 
into defensive ghettos. The law 
may need to be strengthened if it 
proves ineffective in dealing with 
racial violence inspired by 
extreme right political activities. 

Choking off the grievances that 
feed the growth of far -right poli- 
tics may be rather harder, how- 
ever. A society where all can 
aspire to economic opportunity is 
less likely to seek scapegoats 
among identifiable minorities. 
Central and local government 
clearly has an Important, if lim- 
ited, role to play in creating such 
a society- Much can also be done 
by the sort of partnerships 
between the public sector and 
business that have already con- 
tributed to regeneration in east 
London, albeit erratically on some 
occasions. 

But restoring hope to areas such 
as docklands is essential if 
extreme right politics is not to be 
a recurrent form of protest in elec- 
tions. Cancers in the body politic - 
even in the smallest community - 
disfigure and threaten the whole. 


F or decades the three-cor- 
nered star on the bonnet 
of every Mercedes-Benz 
car has symbolised the 
success of Germany's 
postwar economy. More recently, 
the star has come to symbolise 
something different: the difficulties 
experienced by German manufac- 
turing industry in the country's 
deepest recession since 1945. 

The Daimler-Benz group, of which 
the Mercedes-Benz car and commer- 
cial vehicle operations are the core, 
is suffering badly in the current 
downturn. On Friday the group dis- 
closed losses of DM94 9m (£380m) in 
the first six months of 1993, a 
DMi.sbn swing into the red. The 
figures were calculated for the first 
time under the much more reveal- 
ing US accounting rules ahead of 
Daimler-Benz's listing, next month, 
on the New York Stock Exchange. 

Yet even this reversal does not 
represent the low-point for Ger- 
many’s flagship Industrial group: 
that is yet to come. Mr Gerhard 
Liener, finance director, warned 
that losses would be “considerably 
worse” after the third quarter. 

The deficit reflects the problems 
afflicting German manufacturing 
industry as a whole: collapsing 
demand in its main markets com- 
pounded by the impact of a strong 
D-Mark on exports and high domes- 
tic manufacturing costs. 

After a slow initial recognition of 
the intensity of the downturn. 
Daimler-Benz has responded to the 
crisis with increasingly far-reaching 
measures. These include: 

• Job cuts. On Friday Mr Edzard 
Reuter, Daimler-Benz’s chief execu- 
tive, announced plans to cut a total 
of 43,900 jobs this year and next, 
taking the total number of jobs sbed 
in 1992-94 to 60,000. A fifth of the 
group's domestic workforce will dis- 
appear by 1995. The group aims to 
achieve cost savings of DM8bn 
between 1992 and 1997. 

• An unprecedented w illingness to 
manufacture at low-cost centres 
outside Germany. “There is no 
room for protected species and 
taboos if production locations in 
Germany are to remain competi- 
tive.” said Mr Reuter. D aiml er-Benz 
is expanding its manufacturing in 
the US, Mexico and east and south- 
east Asia. 

• A transformation of product 
strategy at Mercedes-Benz aimed at 
taking one of the world's top luxury 
carmakers into new sectors of the 
international automobile market. 
By the late-1990s Mercedes-Benz will 
have added small cars, four-wheel 
drive sport/utility and multi-pur- 
pose vehicles to its traditional 
range of luxury cars. 

• A new approach to capital mar- 
kets. The most obvious reflection of 
this is Daimler-Benz's decision to 
seek a full New York listing. As the 
first and only first German com- 
pany to be listed on the NYSE. 
Daimler-Benz will enjoy direct 


German giant 
driven off course 

Kevin Done, David Waller and Paul Betts on the impact 
of recession at Daimler-Benz, the country's flagship group 
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staff is under way. Some 13.000 jobs 
were cut last year in Gennanv. in 
the 12 months to June the Merced- 
es-Benz workforce was cut from 
233,000 to 215,000. About 27,000 jobs 
are being cut this year and next. 

Mercedes-Benz's change of strate- 
gic direction - from luxury execu- 
tive cars to downmarket vehicles - 
is brave, but is by no means assured 
of success. 

Similar doubts clouded Daimler- 
Benz’s move four years ago into the 
aerospace business. At the time crit- 
ics warned that its new aerospace 
subsidiary, Deutsche Aerospace 
(DASA). would be a financial drain 
and divert management attention 
away from the group’s traditional 
motor vehicle operations. But sup- 
porters of the diversification argued 
that the move was the best way of 
restructuring the faltering domestic 
aerospace industry and. under the 
Daimler-Benz umbrella, re-pos tim- 
ing Germany at the top of the world 
aerospace league. 


H owever, the ambi- 
tious diversification, 
which has seen 
Daimler-Benz absorb 
disparate components 
of the German aerospace industry, 
launch several international part- 
nerships and acquire control of the 
Dutch Fokker aircraft group, has 
been undermined by a slump in 
civil aviation, defence cuts and the 
slowdown in the domestic economy. 

But Mr Reuter remains convinced 
the strategy will pay off in the lon- 
ger term: the aerospace diversifica- 
tion has already expanded the 
group's industrial base and helped 
instil a more aggressive US-type 
management style in other parts of 
the group. 

Under the leadership of Mr Jur- 
gen Schrempp, who is tipped to suc- 
ceed Mr Reuter when he retires 
next year. DASA has led the way 
among the Daimler-Benz subsid- 
iaries in cutting costs. 

Last year. Mr Schrempp slashed 
two layers of senior management 
and announced a package of job 
cuts totalling 7,500 over a three-year 
period to 1995. This summer, having 
already put some 24,000 workers on 
short time. DASA said it would cut 
a further 2j300 jobs linked to its 
activities on the European Airbus 
programme. 

Mr Reuter says the restructuring 
at DASA is now “mainly com- 
pleted" and that it is in an “out- 
standing strategic situation”. 
Although DASA is expected to lose 
money again this year and next 
after running up losses of DM341m 
in 1992, Mr Schrempp insists DASA 
will start making a contribution to 
group profits by 1995. 

That will provide some relief to a 
group whose misfortunes mirror 
those of the German economy as a 
whole, and which show few signs of 
easing. The Mercedes-Benz star may 
take some time to shine again. 
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access to the world's largest equity 
market. 

Collectively, these measures 
amount to a corporate revolution, 
testimony to how the depth of the 
recession has jolted complacent 
German management into action. In 
sectors throughout Germany, com- 
panies are in the throes of restruct- 
uring and rationalisation. 

But is this enough? Mr Reuter 
says he is confident about D aiml er- 
Benz's future in the medium term; 
once the world economy revives, he 
says, Daimler-Benz will be lean and 
poised to generate suitable profits 
for a group with a turnover of 
nearly DMIOObn. 

The problem is that Mr Reuter 
has always pointed to the medium- 
term when talking about profitabil- 
ity: but Daimler-Benz's problem is 
making profits today rather than 
always tomorrow. 

The process of turning Daimler- 
Benz into a leaner machine is under 
way. The car business, for instance, 
is undergoing a cultural upheaval - 
a shift into the small car market. 


The centrepiece of the Mercedes- 
Benz stand at the Frankfurt motor 
show over the past two weeks has 
been a concept small car. At 3.35m 
in length it is shorter than a Ford 
Fiesta or a Renault Clio, and a far 
cry from Mercedes-Benz's two-tonne 
SrClass luxury car launched two 
years ago. 

Mr Helmut Werner, the new chief 
executive at Mercedes-Benz, insists 
a small car will be in production by 
“1997 at the latest The S-Cfass was 
our premium profit producer, but 
this has changed and we must act 
accordingly. Our customers are an 
the move into segments they have 
not been in before. They are also 
buying small cars. We have to be 
sure we follow our customers." 

Mercedes-Benz's plan to enter the 
small car market is being accompa- 
nied by the development of other 
“lifestyle" vehicles, such as the 
MPV or “people carrier’, to chal- 
lenge the likes of the Renault 
Espace, and a sports/utility vehicle 
to rival the Land Rover Discovery. 

The MPV. due for launch in 1995, 


“ For aanperataBiy, a^umd to Wie account of 
sgntfcaff cnongM n MmwMIon at AEG and DASA 


will be built in Spain. At the end of 
this month Mercedes-Benz will 
announce the US location of it new 
plant to build the four-wheel drive 
sports/utility vehicle. 

At the same, Mercedes-Benz is 
looking for a site In Europe to build 
its planned small-car plant with a 
production capacity of 200.000 cars a 
year; the search has narrowed down 
to the UK, the Czech Republic, 
France and Germany itself. 

The company is also forming alli- 
ances to break into fresh markets. 
In South Korea, for instance, it has 
reached a co-operation deal with 
Ssangyong Motor, enabling the 
South Korean vehicle maker to 
begin car production in Korea based 
on Mercedes-Benz technology. 

However, the brave new world is 
not going to be won without pain. 
Mr Werner accepts that Mercedes- 
Benz still fags way behind its rivals 
in costs and productivity. 

Fixed costs are “still appreciably 
too high”, layers of management 
are being removed and a “rigorous 
pruning” of the white collar central 


The Arab economic boycott of Israel is unlikely to be rapidly reversed, writes Roger Matthews 


T he economic fruits of peace 
moves in the Middle East 
are unlikely to emerge 
with the drama and sud- 
denness of Mr Yassir Arafat’s 
appearance last week on the south 
lawn of the White House. As Mr 
James Baker, the former US secre- 
tary of state, commented after the 
two historic handshakes between 
tbe PLO leader and Mr Yitzhak 
Rabin, Israel's prime minister: 
“This is not peace. But it makes 
peace more likely." 

Israel has already learned from 
its experience with. Egypt since 1979 
that even a full peace treaty, with 
all its provisions for a full normali- 
sation of relations, is not necessar- 
ily a precursor of closer economic 
links. But where Israel might realis- 
tically have grounds for optimism is 
that the momentum created for a 
wider peace in tbe region will fur- 
ther erode the long-standing Arab 
efforts to deny the Jewish state 
access to international investment 
and trade. 

The main vehicle for pursuing 
this policy over the past nearly half- 
century has been the Arab boycott, 
intended initially to check Jewish 
political aspirations in Palestine 
and later formalised by the League 


Muscovy 

movement 

■ The anglophile Russian 
ambassador to London, Boris 
Pankin, is reluctantly leaving at 
the behest of president Boris 
Yeltsin. 

A youthful 62, Pankin would have 
relished staying on but he is to 
return to his pre-dip lama tic career 
as a writer and publicist 

A graduate of Moscow State 
university who in his early 30s 
edited tbe daily “Komsomolskaya 
Pravda", Pankin became 
ambassador, first to Sweden and 
then in Prague. 

Almost alone among Soviet 
envoys, he condemned the 1991 
putsch before its outcome was dear. 
His reward was a brief stint as 
Soviet foreign minister, before 
moving to London in 1991. 

But it has been clear for some 
time that Pankin, seen as an 
amiable but inactive ambassador, 
believed he had fallen from grace. 
Yeltsin is said to want to move 
Vladimir i. nkm, his US amhassador, 
to another post - and needs an 
empty embassy. But the ambitious 
Lukin has so far refused the lesser 
London posting. 


French leave 

■ At the end of debates in France's 
National Assembly, some MPs can 
be seen walking up and down the 


A wait for hidden fruit 


of Arab States. 

Its purpose has been twofold. 
First, to isolate Israel economically 
within the region and then, more 
controversially, to persuade non- 
Arab countries and companies not 
to do business with Israel. The per- 
suasion came in the form of threats, 
administered from the Arab League 
boycott office in Damascus, the Syr- 
ian capital. It drew up and main- 
tains a blacklist of companies 
which, theoretically, are barred 
from doing business in the Arab 
world because of their connections 
with Israel. Companies seeking to 
operate in Arab countries are sup- 
posed to certify that they have no 
dealings with Israel 

How effective these restrictions 
have been is a matter of debate. 
Plainly, the boycott has not pre- 
vented Israel blooming economi- 
cally. On the other hand, some 
Israeli officials argue that it has 
cost the country some $2bn-$3bn 
annually in lost trade and invest- 
ment as companies decided not to 
take the risk of endangering their 


Arab markets, particularly those in 
the main oil-producing nations- 
Calculating the extent of the risk 
has long been an imprecise exer- 
cise, given tbe apparently haphaz- 
ard operations of the Damascus 
office. No blacklist is published 
although some sources claim it con- 

Israel has learned 
from its experience 
with Egypt that peace 
is not necessaraily a 
precursor of closer 
economic links 


tains more than 10,000 names. Com- 
panies are not informed of their sta- 
tus, while a few have blatantly 
ignored the boycott and escaped 
any retribution. 

More are now likely to follow. 
Diplomats from Arab states which 
have supported the peace process 
say that it is unlikely in the 


Observer 


vacant benches, pressing the 
electronic voting buttons belonging 
to their absent colleagues. 

Lazy MPs know their more active 
friends will record them as having 
voted, and they can thus absent 
themselves to pursue more 
rewarding entertainments. 

This must stop, says the 
assembly’s president, Philippe 
S6guin. He has issued a ruling that 
MPs should stick to the constitution 
and cast only their own votes. 

Sfiguin is trying to stamp out 
the practice of multiple proxy 
voting, prevalent since the 1959 
introduction of electronic balloting, 
not because of the risk it may lead 
to political malpractice. Rather, 
he wants to boost attendance in 
the assembly because its plenary 
debates will from next month be 
carried on cable television. 

He also plans to bring in outside 
stars: King Juan Carlos of Spain 
will address the Assembly on 
October 7. The last foreign leader 
accorded such an opportunity was 
US President Woodrow Wilson, 
in 1919. 


Prior warning 

■ As if John Major hasn’t got 
enough problems with his 
backbench “devils", he is also 
having to cope with stroppy 
businessmen. There was an 
unseemly incident at Heathrow 
when industry captains travelling 
to Tokyo with him boarded the 
British Airways chartered DC10. 



short-term that the weakened and 
divided Arab League will take a for- 
mal decision to end the boycott. 
Any such move, they say, would 
depend on far more substantial 
progress in the peace negotiations. 

However, they point out that the 
boycott has already been signifi- 
cantly weakened, and international 
pressure for its abrogation was 
already mounting before Israel and 
the PLO signed their declaration of 
principles on a negotiated settle- 
ment in Washington last week. 

The Group of Seven industrialised 
nations meeting in Tokyo this sum- 
mer called for the boycott to be 
ended, while companies such Coca- 
Cola have shown that it is possible 
both to defy the boycott and to be 
taken off the Damascus list. 
Kuwait, in its fury at PLO support 
for Iraq during the Gulf War, 
announced that it would no longer 
support the secondary aspects of 
the boycott. 

But Arab governments and busi- 
nessmen can also see benefits in not 
rushing to bury the boycott for- 


arrival the businessmen had to 
find their own way onto the tarmac, 
many carrying their own bags. 

The entire experience came as 
a bit of a shock to some. Lord 
Young, chairman of Cable & 
Wireless, was good humoured about 
it all, even though he was obviously 
missing the red carpet treatment 
he got as Mrs Thatcher’s trade 
secretary. Nothing like a bit of 
bag-carrying to keep one’s feet on 
the ground. 


mally. Tbe competition for foreign 
investment in the Middle East is 
certain to intensify should it 
become apparent that the peace pro- 
cess is irreversible. 

Many billions of dollars will be 
required to underpin the fragile 
political evolution in tbe occupied 
territories. Lebanon is seeking simi- 
lar sums to rebuild its shattered 
infrastructure, while Jordan and 
eventually Syria will be no less anx- 
ious to attract capital and develop 
trade. 

Israel and its smaller Arab neigh- 
bours have all studied Singapore’s 
achievement in becoming the bank- 
ing, services, transport and techno- 
logical hub of a wider region. Mr 
Rafiq al- Hariri, the most entrepre- 
neurial prime minister in the Mid- 
dle East, has no doubt that Leba- 
non’s future lies in capitalising 
regionally on any similar opportuni- 
ties that are offered by peace. 

He and others are also well aware 
that Israel's relative sophistication 
gives it a massive initial advantage. 
So while the Arab boycott will be 
increasingly ignored by the interna- 
tional business community, the 
informal economic fences around 
Israel will take much longer to dis- 
mantle. 


Top knob 


‘Better the nonentity yon know* 

Some of the captains of industry 
were unhappy to discover they were 
expected to pass the 12-hour flight 
in business class accommodation, 
while the Prime Minister's party 
travelled first class. The most 
vigorous complaints were made 
by Lord Prior, chairman of GEC 
and former cabinet minister, who 
got himself upgraded to first class. 
But only at the expense of a 
secretary travelling with Richard 
Needham, the trade minister, who 
was unceremoniously shunted back 
down the aircraft 

The seating was not the only 
shock for Major's flying 
compatriots. While the prime 
minister's party was given the 
usual red carpet treatment on 


■ With peter Morgan, the fiery, 
Welsh-born director-general of the 
Institute of Directors, stepping 
down from his £146,000-a-year post 
next year, attention shifts to the 
question of his successor. 

Amid some suggestions that 
Morgan would not have been 
entirely unhappy to consider 
another term at the top. 
headhunters are seeking a maw 
or woman with “vision, energy, 
drive and commitment” to occupy 
the spacious office suite at the top 
of the IoD’s gracious Pall Mall 
headquarters. 

Morgan, who has managed to 
raise the profile of the IoD in his 
battles to promote the forces of 
free enterprise, will be a hard act 
to follow. The organisation, which 
is said to be engaged in a fairly 
heated debate over its future 
strategic role, will certainly need 
someone else capable of making 
a public impact like Howard Davies 


over at the CBI. 

Word is that redundant 
politicians need not apply and that 
someone who has already made 
a mark on industry would go down 
well. But if the IoD really wants 
to break new ground and raise a 
few members’ eyebrows it might 
consider Mrs Ann Robinson, its 
own director of policy. 


Present tension 

■ Reflective Liberal Democrats 
at the seaside town of Torquay for 
their party’s annual jamboree may 
have bitter-sweet memories of 19S5. 

That year in Torquay, David 
Owen held his most successful 
conference as leader of the old 
Social Democrats. 

Then, as now, the centrist forces 
were riding high in the polls, 
fl ushe d with local election 
triumphs. There was the same 
sense of panic among the Tories. 
Now Paddy Ashdown hopes to cut 
the same sort of dash as Owen. 

But Lib Denis must be hoping 
comparisons end there. For 
Torquay 1985 marked a watershed; 
thereafter, it was all downhill as 
the Tories recovered and won in 
1987. Tbe Social Democrats split 
- the majority merging with the 
liberals and the minority following 
Owen in a splinter group. 

Stiff, a reminder of the past which 
will not upset conference delegates 
is one of Torquay’s more 
well-known landmarks - the 
Thatcher rock. 
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Hamburg voters opt for protest 
parties to snub ruling coalition 


By Quentin Peel in Bom 

THE VOTERS of Hamburg last 
night delivered a resounding 
snub to the ruling coalition of 
Chancellor Helmut Rohl, and to 
the opposition Social Democrats, 
in a clear indication of popular 
anger with the German political 
establishment 

The winners in the city elec- 
tion campaign, according to the 
first firm forecasts, were all the 
protest parties, led by the Greens, 
who doubled their support from 7 
to around 14 per cent A non- 
political citizens' protest party, 
called the Statt [Instead] Parte t 
looked set to win a place in the 
parliament with around 6 per 
cent 

The extreme rightwing Repub- 
licans were also on the brink of 
winning seats for the first time, 
with a result predicted at 


between 4.9 and 5.1 per cent - 
either just above or just below 
the 5.0 per cent needed to enter 
the assembly. 

Both Mr Kohl’s Christian Dem- 
ocratic Union, with a slump from 
35 to 25 per cent support in the 
city election, and the SPD, which 
lost its overall majority, suffered 
their worst poll results in the ctty 
since the second world war. 

The setback to the ruling coali- 
tion was confirmed by a disas- 
trous result for the liberal Free 
Democratic party, the minority 
partner in Mr Kohl's Bonn coali- 
tion, which will lose all its seats 
in the parliament, slumping from 
5.4 to around 4.1 per cent, pre- 
dicts German television. 

The Hamburg city election, 
called two years early after the 
CDU was found guilty of undemo- 
cratic methods of selecting its 
party candidates in 1991, is the 


first of no fewer than 20 national, 
state and local elections in the 
next 13 months. 

The voting forecasts put the 
vote tor the SPD, which has ruled 
Hamburg virtually without inter- 
ruption for 46 years, at around 40 
per cent, compared with 48 per 
cent in 1991. It has therefore lost 
its absolute majority of just one 
seat in the 121 seat parliament, 
and will now have to negotiate - 
either with the CDU, the Greens, 
or-the Statt party - to form a 
coalition city government 

The CDU vote of between 25 
and 27 per cent was the biggest 
surprise of the night Mir Kohl’s 
party was clearly one of the main 
losers to the Statt party, which 
was formed by dissident Chris- 
tian Democrats. The FDP also 
lost support to the non-party pro- 
testers. 

The result for the extreme 


right wing Republicans was 
clearly a disappointment for the 
party, which has been slipping in 
recent opinion polls, and leaders 
of which were confident of win- 
ning between 6 and 8 per cent 
However the total far-right vote, 
including the German People’s 
Union (DVU), looked set to reach 
around 9 per cent The result for 
the extremists suggests their 
overall support has peaked. 

Mr Henning Voscherau, the 
Hamburg lord mayor and SPD 
party leader in Hamburg, must 
now decide with whom to negoti- 
ate a coalition city government 

The most likely outcome is a 
coalition with the Greens, who 
campaigned openly in favour of 
such an outcome. Their support 
of 13-14 per cent is confirmation 
that the party is becoming an 
acceptable member of the politi- 
cal establishment 


Canada’s ‘sin’ taxes on tobacco fuel demand for illicit US cigarettes 

Market booms for smuggled smokes 


By Bernard Simon in Toronto 

ACTIVITY along the US-Canada 
border is increasingly reminis- 
cent of the rough, tough days of 
Prohibition. The difference is 
that the direction of the illicit 
traffic has been reversed, and the 
product being smuggled is not 
whisky, but cigarettes. 

Cross-border smuggling has 
become a huge headache for Can- 
ada's tobacco industry and for 
law enforcement agencies. 

According to industry esti- 
mates. almost one in five cartons 
of cigarettes sold in Canada has 
been smuggled across the bonier. 
Retailers in Quebec, where the 
problem is at its worst, say they 
are losing more than half their 
business to smugglers. 

The surge in cigarette smug- 


gling can be traced to the "sin” 
taxes imposed on tobacco. 

In most provinces, smokers pay 
four different federal and provin- 
cial taxes. Hiis means a pack of 
20 cigarettes costing about C$6.30 
(US$185) in a Toronto drugstore 
will be USS2.15 in a US store over 
the border in Buffalo, New York. 

Official figures show that 
domestic cigarette sales fell 26 
per cent in July, compared with a 
year earlier. 

Nevertheless, as Mr Jacques 
LaRiviere, vice-president of the 
Canadian Tobacco Manufacturers 
Council, points out: “What has 
happened is not a decline in con- 
sumption. The consumer has 
been looking for alternatives, and 
where there is demand, there 
develops supply.” 

Many of the smuggled ciga- 


rettes meeting that demand are 
made in Canada because Cana- 
dian smokers tend to prefer 
Canadian brands which use pure 
Virginia tobacco. 

As a result, while domestic 
sales have been shrinking, 
exports have surged by 88 per 
cent to 9.7bn cigarettes in the 
first seven months of this year. 

Some US wholesalers who buy 
Canadian cigarettes have resell- 
ing them to organised crime syn- 
dicates. They transport them 
back across the border in small 
boats or under the false floors of 
cars and trucks. 

Once back in Canada, the ciga- 
rettes are sold tax-free in bars, 
shopping mall parking jots and 
schools. 

Greater vigilance by police and 
customs officials at border cross- 


ings has been ineffective. 
Enforcement is complicated by 
the fact that much of the traffic 
is channelled through Indian 
reserves which straddle the bor- 
der and whose inhabitants claim 
that outside authorities have no 
right to interfere. 

Some in the industry say the 
best, and perhaps the only, way 
to stop the illicit traffic would be 
to lighten the tax burden on 
tobacco. But that appears 
unlikely. Hefty taxes on ciga- 
rettes are designed to discourage 
smoking as well as providing rev- 
enues to the government 

But as the cross-border bootleg- 
gers proved 70 years ago, smok- 
ers and drinkers will not easily 
let politicians deprive them of 
their pleasures. 


Major to fight Conservative 
rebels for right to govern 


By Kevin Brown in Tokyo and 
Philip Stephens in Torquay 

MR JOHN MAJOR, the UK prime 
minister, yesterday admitted that 
rightwing critics of his leadership 
within the ruling Conservative 
party were undermining the gov- 
ernment’s authority. 

Mr Major’s frank call for party 
unity to allow the government to 
function normally 
sets the scene for a showdown 
with the rightwing rebels at next 
month's annual Conservative 
party conference. 

Speaking in a series of inter- 
views in Tokyo, where he is on a 
four day official visit, Mr Major 
left no doubt that his patience 
with the rebels bad run out: “It is 
time to cut out tins stupid inter- 
necine squabbling and get on 
with the job the country elected 
us to do. That is their job, as well 
as mine.” 


He warned : “When decisions 
need to be taken, and those deci- 
sions are in the interests of the 
British people, then I - have the 
right to ask for the support of 
parliament, and particularly for 
the support of my party, for those 
decisions. That is what 1 intend 
to do.” 

His call for unity was backed 
by Mr Kenneth Clarke, the chan- 
cellor of the exchequer, who dis- 
missed as “silly” and “irrelevant” 
speculation that the prime minis- 
ter will be challenged for the 
party leadership in November. 

Mr Clarke, regarded as the 
clear frontrunner in any battle 
for the succession, poured scorn 
on the idea that he had been jos- 
tling for position with Mr Mich- 
ael Howard, the home secretary, 
and Mr Michael Portillo, the chief 
secretary to the Treasury and 
other likely contenders. The 
chancellor said Mr Major had the 


unanimous backing of the cabi- 
net and the firm support of the 
“vast majority” of Conservative 
MPs. 

However, Mr Major offered an 
olive branch to his critics early 
this morning in a speech on 
Europe. 

He said the European Commu- 
nity must “take account of the 
national identity, old cultures 
and proudly held traditions of 
Europe’s members.” 

The speech also reflects Mr 
Major’s strong opposition to 
plans being formulated by Mr 
Jacques Delors, president of the 
European Commission, for capi- 
tal controls to defend a future EC 
system of fixed exchange rates. 

The prime minister was said to 
be “extremely angry” about the 
Delors plan, which was described 
as “ridiculous". Mr Major was 
said to have told friends: "Delors 
has lost whatever sense he had.” 


Olympic 
rivals spend at 
least $I50m 

Continued from Page 1 

The early release from jail last 
week of Wei Jingsheng, China’s 
most celebrated dissident, 
appeared an effort to allay 
human rights anxieties. 

Manchester, backed by £5 .5m 
in promotional funding from the 
UK government and leading com- 
panies, has pursued an energetic 
camp ai g n. 

In Sydney, bidding has been 
led by Sydney Olympic 2000 Bid, 
an organisation owned by the 
New South Wales government, 
the City of Sydney and the Aus- 
tralian Olympic Committee, with 
cost of promotion close to A$25m 
($16m), with the private sector 
contributing around A$14m. 

In Berlin, Olympia 2000. the 
company backing the bid, has 
assembled promotional spending 
of around DM250m ($154m) dur- 
ing the last two years, much of It 
from commercial sources. 


FT WORLD WEATHER 


Europe today 


Central pots of the continent will have an 
Irtdian summer today. An area of strong high 
pressure east of the Baltic States will bring 
widespread sunshine to Eastern Europe and 
most of central Europe. A warm southerly flow 
will boost temperatures to 23C-28C in a zone 
from northern Italy to the Netherlands. Further 
south, it win be warmer with afternoon readings 
of 29C rn south-eastern France and over 30C in 
southern Italy. Meanwhile, it will be windy and 
unseasonably cool In Greece and Turkey. A 
front which has produced widespread rain from 
Iceland to northwestern Spain, wifi slowly move 
east bringing rain to toe British Isles, toe 
Norwegian coastline, western France and north- 
western Spain. Some sunshine will keep 
temperatures dose to 30C in southern Spain. 

Five-day forecast 

A front accompanied by widespread rain will 
advance eastwards bringing wet conditions to 
western parts of the continent at first and to 
central Europe later. Eastern Europe will remain 
dry with steadily rising temperatures, in the 
wake of the steady rain, western Europe will 
become cooler wftfi showers, especially over 
the British Isles, Scandinavia and toe North Sea 
countries. 


TODAY'S TEMPERATURES 



Situation at 12 GMT. Temperatures maximum for day. Forecasts by Metso Conaitt of t/w Netherlands 
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THE LEX COLUMN 

Growing pains 


It is so m eti m es difficult to believe that 
Europe's leaders are interested in 
growth at an Not only are KIM coun- 
tries deeply reluctant to cut interest 
rates, France is trying to persuade its 
partners to put the world trading sys- 
tem at risk by reopening the Blair 
House agreement cm farm trade while 
EC support is apparently growing for 
the reimposition of capital controls. 
This seems curious when there is also 
so much concern about unemployment 
- at least to those who hold that free 
trade, and by extension free move- 
ment of capital, is the best way to 
secure long-term growth and sustain- 
able jobs. 

Europe seems to be drifting towards 
a dirigiste approach in which the need 
to maximise growth is subordinate to 
other priorities. The Gatt may matter 
less to those who thflt social 

and political problems are best dealt 
with by trade protection. In a world of 
trading blocs, the US and Pacific Rim 
would flourish: Europe, with the addi- 
tional burden of refloating former 
communist countries, would see less 
growth and more inflation. 

That is bad news for European equi- 
ties which have risen on expectations 
of lower interest rates, economic 
revival and a robust recovery in earn- 
ings. At current levels, markets can- 
not afford much of a shock, least of all 
with so much privatisation business in 
the wings. They would look unkindly 
on the threat to recovery from trade 
sanctions which would surely follow 
any breakdown of the Gatt 

Corporate bonds 

The year since sterling left the 6RM 
has seen a remarkable transformation 
of the UK corporate bond market As 
tong rates have fallen, spreads over 
gilts have narrowed sharply - by 
about 70 basis points to around 100 on 
15-year unsecured issues, according to 
BZW. Such tight spreads raise doubts 
about whether corporate bonds can 
continue to outper f orm, especially if 
worries about infla tion stop gilt yields 
falling In theory, supply should than 
increase as companies hurry to issue 
debt before absolute yields rise; 
demand would ritmin^h as higher gilt 


RTZ 

Share price and Copper LME 3mth. price £ 



yields reduce the need for investors to 
trade risk for extra return. 

Real life looks more complicated. 
The credit standing of some borrowers 
has undergone a sea change. This 
applies not only in the property sector 
but also to companies such as British 
Aerospace whose bonds due 2014 trade 
at a spread less than half last 


paper vulnerable to correction. More 
generally, though, the shape of the 
yield curve seems likely to be decisive. 
While it remains steeply positive, 
retail investors will continue shopping 
for higher returns. They may only 
look closely at the risks of buying sub- 
ordinated hank and building society 
paper when base rates rise again. 

An upward sloping yield curve is 
equally a deterrent to borrowers. 
Recent issuance has concentrated on 
maturities iff up to ten years where 
interest rate swaps are available. At 
the long end, supply is short Corpo- 
rate borrowers incur a cost by borrow- 
ing long when the proceeds can only 
be invested at lower rates in the 
money market Rightly or wrongly, 
that is making treasurers dither. 

UK accounting 

Having reshaped the profit and loss 
and introduced a new style cash flow 
statement the Accounting Standards 
Board is turning Its attention to the 
balance sheet. The current hodge- 
podge of current cost and historical 
cost asset valuations clearly needs an 
overhaul. There is little consistency 
between companies as to what assets 
are revalued and bow often. The ASB 
must also come up with a solution for 
the thorny issue of acquired goodwill, 
which many companies argue should 
not be amortised like a physical asset 
but revalued instead. 

Yet any move towards a system 
under which all assets are subject to 
regular revaluation is sure to meet 
resistance. Mr Ron Paterson of Ernst 
& Young, the accountancy firm, has 
argued for a more traditional 
approach. He is not alone in the view 
that the only hard evidence of what 


most assets are worth arises whisi 
they change hands. Introducing regu- 
lar asset revaluations risks undermin- 
ing the credibility of information con- 
tained on the balance sheet Extending 
that approach to intangible assets 
such as acquired goodwill would intro- 
duce another layer of subjectivity. 

These practical arguments conceal 
deeper disagreements about the func- 
tion of the balance sheet and accomits 
in general. Mr Patereon says that vain- 
ation is the job of the market, not the 
accountant The balance sheet should 
thus confine Itself to recording trans- 
actions and return to a system of pare 
historical cost It is not necessary- to 
agree with that conclusion to appreci- 
ate the sentiment. Whichever 
approach to the balance sheet the AS 
finally takes, it must be wary of creat- 
ing an expectations gap between what 
accounts can provide and what users 
think they are getting. 

RTZ 

RTZ is coming to the end of its 
greatest shuffling of assets since it 
bought BP’s minerals division mid 
sold out of specialty chemicals in 19®. 
The acquisition of Nerco's US coal 
interests in February and dsposal iff 
Pillar sharpens RTZ's focus on mining; 
While laudable in terms of strategy, 
shedding £lbn of industrial turnover 
nudges the group's sensitivity to met^ 
als prices higher still It comes as no 
surprise to find that the 6 per cent fall 
in the shares so far this month is 
matched by a fall in copper, RTZ’s 
most important metal due to the BP 

acquisition. 

With the copper price taking 
another tumble on Friday, the immedi- 
ate outlook for the shares is far from 
rosy. While copper might quickly, 
recover from the current depths, a sus- 
tained improvement looks a year or 
more away. Copper has suffered less 
than other metals on the downswing, 
but the overhang of stock in the mar- 
ket will act as a drag on recovery. The 
broader question is what mix of com- 
modity exposures RTZ wants to build 
in the longer term. 

Acquiring an interest in US coal 
makes perfect sense by providing a 
stable stream of earnings to balance 
the metals interests. But low-cost 
reserves of the type RTZ finds attrac- 
tive are few and far between. Building 
an interest in aggregates might per- 
form a similar function. With gearing 
reduced to 17 per emit following the 
disposal of Pillar, it has room to make 
another substantial move. 



This announcement appear * as a matter of record only. 

$1,075,000,000 

Specialty Foods Corporation 

and 

Specialty Foods Acquisition Corporation 

newly formed corporations organized by 

Haas Wheat & Partners Incorporated 
Acadia Partners, L.R 
Keystone, Inc. 

UBS Capital Corporation 
DLJ Merchant Banking Partners, L.R 

have acquired the North American food businesses of 


Beledia, N.V. 

Stella Foods, Inc. 

Metz Baking Company 
Mother’s Cake & Cookie Co. 

H&M Food Systems Company, Inc. 


R&cific Coast Baking Company 
Burns & Ricker, Inc. 
B&G/DSD, Inc. 
Gordon’s Wholesale, Inc. 


» 


The undersigned initialed U K transaction. acted as fmancuU advisor and arrant a ■ , 

Specialty Foods Corporation and Specialty Foods Acquisitiorl 


Dillon, Read & Co. Inc 


August 18, 1993 
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IRI considers 
its options 


HK completes $6m Allied investigation 
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IRI, IWs biggest state holding company, which Is 
mounting an ambitious privatisation campaign, will 
this week reconsider Its options after tailing to find 
suitable buyers for its SME foods subsWia^. Rage 
19 
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in Hong Kong 
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Weflcome’s stake in US group 

UK-based drugs company Wellcome has agreed to 
take a S per cent stake in Centocor. once a 
high-flying US biotechnology company but brought 
low last year when it failed to secure Food and 
Drug Administration approval for Its main product 
Page 19 


THE HONG KONG government: 
issued on Saturday the results of 
a 13-month investigation Into 
alleged corporate fraud by the 
Allied group, a probe which has 
cost HK$46m (US$6 tn) and 
sparked the colony’s largest com- 
mercial crime raid. 

The report details how Allied 
chairman Mr Lee Ming-tee cre- 
ated a network of listed, but sup- 
posedly independent companies. 


It alleges that he used these to 
consolidate control of a sprawl- 
ing corporate empire, to by-pass 
listing regulations, and to manip- 
ulate share prices of group 
companies. 

The investigation has been 
described locally os “the Carrian 
of the 1990s", referring to the 
infamous HK$100m court battle 
over the collapse of the Carrian 
property group in 1983. But while 
the scale of the Allied investiga- 
tion has been immense, the alle- 
gations are less damaging. 


The inspector's report lists five 
recommendations, of which only 
two were made public. These con- 
cern the creation of safeguards 
within the group to prevent mis- 
conduct by individual directors, 
and such measures have already 
been implemented. 

it is understood that the three 
unpublished recommendations 
are: 

• That indications of criminal 
activity should be further investi- 
gated. This was addressed in 
Wednesday's raid on Allied 


offices by 300 police officers. 

• The Stock Exchange and Secu- 
rities and Futures Commission is 
advised to examine farther any 
alleged breaches in regulations. 

• It is suggested that the compa- 
nies involved in the report 
should examine the findings and 
consider any further action. 

At the time the investigation 
was launched, the Allied group 
officially comprised six listed 
companies: Allied Group (AGL), 
Allied Properties, Allied Indus- 
tries, Asia Securities, Santa! and 


Tung Wing SteeL Three of these 
companies have since been sold. 
The report says Allied also con- 
trolled Paragon and Wai Yick. 
which were used to fund activi- 
ties by the Allied group, or its 
directors. 

The report finds evidence of 
market manipulation, non-disclo- 
sure of shareholdings and inter- 
group deals disguised as arms- 
length transactions. It remains to 
be seen, however, whether there 
is sufficient evidence to justify 
criminal proceedings. 


BAe space 
sale talks 
face early 
restart 


By Daniel Green 


BNP leads France's grand sale 

The French government's ambitious privatisation 
programme gets under way today with the start of 
the pre-marketing process for Banque Nationals de 
Paris, the state-owned bank. Page 19 
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ABN-Amro in London move 

ABN-Amro, the Netherlands-based bank, is rsor- 
ganising its worldwide investment banking activities 


The UK interim reporting season has caused concern about the speed of recovery, says Roland Rudd 

Markets aground on a 
reef of cautious results 


along product Ones, and plans to centre its interna- 
tional equities operations In London. Page 20 


Another battle for Glaxo 


Glaxo's victory on Friday over Novopharm, the 
Canadian manufacturer of generics drugs, about 
the US patents of Zantac, the world's best-selling 
medicine, increases the British group's chances of 
winning a second patent case next year. Page 18 


Spring cleaning 

Bathrooms and kitchens group Spring Ram is 
today expected to announce sweeping changes to 
its advisers. Poor interim results on Wednesday 
may lead to the departure of chief executive and 
co-founder Bill Rooney. Page 18 


Spurs under more pressure 

Fresh allegations of Irregularities a! Tottenham Hot- 
spur Football Club were made In the Channel 4 
programme Dispatches last night Page 18 


Prospective p/e ratio 

The latest prospective p/e ratio for the "500" index 
for calendar 1993 Is 15.6 according to IBES, the 
consensus estimates service (last week: 15.7). This 
compares with an IBES estimated p/e for the “500“ 
of 20.5 (20.6) for calendar 1992. The official FT cal- 
culation of the historic p/e, based on the latest 
reported earnings, is 19.61 (19.92). 
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T he gathering confidence 
that UK economic recov- 
ery is underway appears 
to have been a dealt a blow by 
the cautious tone of many of the 
companies reporting during the 
interim results season. 

Forecasters hoping that a 
strong earnings growth would 
underpin the recent rise in the 
Footsie index were first given a 
nasty shock by BTR, the indus- 
trial conglomerate. It said that 
there was no evidence to suggest 
that recovery was translating 
into significant increases in cor- 
porate profitability and warned 
the outlook remained uncertain 
for any “ meaning ful upturn" in 
the second half. 

A similar message came from 
Williams Holdings, another 
industrial conglomerate. Mr 
Nigel Rudd, chairman, said the 
pace of the UK recovery was slow 
and warned that in the low infla- 
tionary environment it was prov- 
ing very hard to increase prices. 

Both conglomerates increased 
pre-tax profits but their shares 
fell on the back of their less-than- 
ebuilient trading statements. A 
week later the Footsie followed 
suit, falling below 3000 less than 
a month after it reached an 
all-time high by breaking 
through the 3100 marie. 

Mr Jerry Evans, strategist at 
NatWest Markets, believes recent 
falls in the market reflect con- 
cern about the prospects for prof- 
its. Though he Is not changing 
his earnings forecasts after three 
weeks of results, Mr Evans says 
it Is clear UK earnings would 
have to pick up significantly to 
sustain the Footsie index above 
the 3000 mark. 

Some chairmen who have been 
unable to deliver such an 
increase have been unable to 
hide their anger at the expecta- 
tions which had been created. 

Lord Sterling, chairman of Pen- 
insular and Oriental Steam Navi- 


gation Company, which disap- 
pointed the market with lower 
than expected profits before dis- 
posals. said: “It would have been 
abundantly clear to anyone who 
read our annual report that the 
UK recovery is slower than antic- 
ipated.” Another chairman 
blamed economists and politi- 
cians for talking up a recovery 
"beyond the realms of reality". 

But how much weight should 
the market be attaching to the 
reservations of companies about 
recovery prospects? Mr Mark 
Cusack, conglomerate analyst 
with Barclays de Zoete Wedd, 
believes many industrialists dur- 
ing the recession made the mis- 
take of calling the upturn too 
quickly. “It is possible that they 
are now being too cautious." 

This view is reinforced by Mr 
John Thomson, senior invest- 
ment manager at Standard Life. 
“Companies are always cautious 
at this stage of the recovery. 
They have been through hell and 
are not about to scream from the 
rooftops when things get better. 
The market may. be a hundred 
points off its high but it is still 
good value." 

Regardless of whether compa- 
nies are exaggerating the slow 
upturn, forecasters take comfort 
from the fact that the gloom 
about the UK's recovery pros- 
pects is not universally shared. 
Some of the housebuilders, such 
as Blue Circle Industries, have 
become more upbeat. 

There have been some surpris- 


ingly generous dividend 
increases. Glaxo, Europe’s largest 
pharmaceuticals group, reported 
a 17 per cent rise in pre-tax prof- 
its for the year and increased the 
dividend by £9 per cent Pruden- 
tial Corporation, the UK’s largest 
life insurance company, raised its 
interim dividend almost 10 per 
cent. 

Some fund managers believe 
the outlook for dividend growth 
may be better than many fore- 
casts, irrespective of the slow 
recovery in earnings. 

However, even if there is a 
delay In the earnings recovery it 
does not necessarily mean that 
the benefits of sterling leaving 
the ERM last September, and the 
interest rate cuts which have fol- 
lowed, will not materialise. It 
could be that they have just been 
postponed. 

Whether that postponement is 
temporary or longer-term, Mr 
George Hodgson, strategist at 
Warburg Securities, believes 
earnings disappointed the market 
because people failed to take 
account of the fact that the UK is 
virtually alone in enjoying rising 
confidence about recovery pros- 
pects. 

He explained: “While econo- 
mists in the UK were throwing 
their hats up in the air at the 
prospect of a strong recovery 
mainland Europe was going 
down the tubes, Japan was in 
serious trouble and the rate of 
recovery in the US slowed.” 

The significant slippage in 
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Nigel Rudd (above left), 
of Williams Holdings: low 
inflation is making it hard 
to raise prices 
Christopher Miller 
(right), of Wassail: 
improvement depends on 
fading European interest 
rates 

Lord Sterling (above 
right ): P&O annual 
report dearly showed 
recovery was slower than 
expected 



CHANGES TO ANALYSTS’ FORECASTS 
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world growth forecasts for 1993 - 
they have nearly halved since the 
beginning of the year - has gone 
unnoticed in a UK market preoc- 
cupied with domestic issues. 

Mr Christopher Miller, chief 
executive of Wassail, a small con- 
glomerate, concurs. “In the UK. 
the ingredients for a sustained 
economic improvement are in 
place. But a hill recovery may 
have to wait for further falls in 
Continental interest rates. You 
cannot have the one without the 
other.” 

It is hardly surprising, there- 
fore, that companies with an 
international spread of activities 
are starting to sound more cau- 
tious about second-half earnings. 

Notwithstanding last week's 
inflation figures, showing the 


year-on-year increase in the RPI 
- excluding mortgage interest 
payments - edging up to 3 J. per 
cent in August from 2.9 per cent 
in July, most companies remain 
confident the outlook for low 
inflation is good. With falling 
bond yields investors may have 
no other option but to put their 
money into equities. 

“That is one of the best reasons 
to look for the exit door," says Mr 
Hodgson, who argues that deter- 
iorating world growth makes it 
highly plausible that multiples 
will come under increasing down- 
ward pressure. This may explain 
why many analysts assume the 
FT-SE Index will move back into 
the trading rangB established in 
the first half of the year - around 
the 2900 level 


TALKS AIMED at selling British 
Aerospace's satellite-making 
division to Matra-Marconi Space, 
the Anglo-French joint venture, 
are set to restart next month. 

The sale to Matra-Marconi 
Space, which is Europe’s biggest 
manufacturer of satellites, could 
help secure the fixture of BAe's 
remaining space operations at 
Stevenage, Hertfordshire, and 
Filton, near Bristol. 

Matra-Marconi would integrate 
design and manufacturing at the 
two BAe sites into its own two 
centres at Portsmouth, Hamp- 
shire, and Toulonse, in 
south-west France. 

A sale would be pari of BAe’s 
strategy to dispose of non-core 
businesses in an attempt to 
improve its profitability. 

An attempt last year to sell the 
division, which has a turnover of 
about £120m a year, fell through 
when Matra-Marconi Space 
declined to take on all the busi- 
nesses on offer. 

Since then, BAe’s space divi- 
sion has roughly halved its 
workforce to 1,100. It span off its 
communications services opera- 
tion last November. 

The restructuring had cleared 
the way for a reopening of talks, 
said Mr Claude Goumy, chair- 
man of Matra-Marconi Space. 

He said any deal could be com- 
pleted qnickly because last 
year’s talks got as far as a due 
diligence study by Matra-Mar- 
coni Space. “We are hoping that 
talks will start next month and 
that an outcome will be clear by 
the end of the year." 

Matra-Marconi Space is 51 per 
cent owned by Matra-Hachette of 
France and 49 per cent by GEC. 

BAe acknowledged that the 
division was still up for sale but 
said talks had not yet started. 
The group was likely to argue 
that restructuring has put a 
higher price tag on the business. 

Mr Gotuny, by contrast, said 
the operation was "not worth 
much. It’s a question of negotia- 
ting goodwill.” 

BAe's activities in the commer- 
cial space industry have been 
shrinking for several years. Last 
October, it failed to win a £150m 
contract to boild a telecommuni- 
cations satellite for the Arabsat 
consortium. 

It is working on two main con- 
tracts: Envisat, part of a S2.2bn 
European Space Agency (ESA) 
programme due for launch in 
19931 and Skynet 4 for the UK 
Ministry of Defence for which it 
has a £l0m project development 
programme. 
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F rance’s consumers are 
being called to arms to 
help lift the country 
from recession. But measures 
to boost household spending to 
be presented to the cabinet this 
week as part of next year's 
budget would be more persua- 
sive if consumers were not still 
digesting the effects of earlier 
tax Increases and if the contin- 
ued rise In unemployment was 
not sapping confidence. 

A recovery in household 
spending is certainly necessary 
if France's escape from its eco- 
nomic slump. Household con- 
sumption suffered a sharp fall 
of 0.7 per cent In the first quar- 
ter. It rose by 0.4 per cent in 
the second quarter, but most 
economists describe this as an 
unsustainable correction 
rather than a rally. The zero 
rate of inflation in August and 
a series of gloomy surveys of 
the retail sector Indicate the 
fragile state of domestic spend- 
ing. 

“An increase in demand, par- 
ticularly from households, is 
now an important means to aid 
the economy," says an official 
at the French finance ministry 
in Paris. Economists are blunt 
“Consumer spending is the 
only hope for economic recov- 
ery," says Mr Paul O’Brien, 
economist at Morgan Guaranty 
in Paris. "Investment won’t 
recover without it, and exter- 
nal remains weak.” 

The response of the French 
government has been to reach 
for the fiscal levers. The bud- 
get measures will include a 
FFrl9bn <£2.16bn) cut in 
income taxes, aimed princi- 
pally at the middle classes. The 
reduction, says the govern- 
ment, will be achieved through 
a reform of the country's com- 
plex system of tax bands and 
will apply to Income earned 
this year. Officials indicate 
that half of income tax payers 
will see their hills reduced by 
at least 10 per cent after the 
reform. 

At the time, the gov- 
ernment plans to allow private 
investors to withdraw early 
from eight-year personal 


Aux armes. 


consumers 

France wants its people to spend 


savings plans while maintain- 
tag the tax advantages and 
Interest payments of the 
scheme. The measure will be 
included in the budget, but is 
expected to be retroactive from 
the end erf this month. 

The finance ministry says 
such savings plans currently 
hold about FFr300bn. The 
reform will apply to individual 
investors who do not pay 
income tax. But with more 
than 40 per cent of French 
households included in this 
category - because the bulk of 
French taxes are raised 
through indirect means - 
about one-quarter of the total 
amount in PEPs would be cov- 
ered by the measures. “This is 


rate for consumers by three 
percentage points to 9 per cent 
from the beginning of October. 
Credit du Nord and Credit 
Lyonnais have since followed 
suit. 

The banks are acting in 
anticipation of lower Interest 
rates, despite the government’s 
glacial pace in reducing bor- 
rowing costs since the Euro- 
pean currency crisis forced the 
effective flotation of the franc 
at the beginning of August 
“They expect interest rates will 
come down, and they are seek- 
ing to gain market share in 
advance, 0 says one French 
banker. 

But despite this array of 
appetisers, consumers may not 


Economics Notebook 

By John Ridding 


a potentially powerful way of 
shifting the balance of house- 
hold funds towards consump- 
tion," says one Paris banker. 

Already, the government has 
sought to ease the pressure on 
consumers by one-off mea- 
sures. At the beginning of this 
month, for example, the state 
Increased from FFr400 to 
FFr1500 the payment to fami- 
lies with schoolchildren to help 
cover the costs of the return to 
classes. The increase, for lower 
and middle income families, is 
estimated to have involved an 
additional FFr5bn of govern- 
ment expenditure. 

The government is not alone 
in wooing French consumers. 
The Caisse d’Epargne de Paris 
said last month that it would 
reduce its ™inirnnm borrowing 


be tempted, either by the 
banks or by the government’s 
exhortations. Part of the prob- 
lem is that French consumers 
are still coining to terms with 
an increase, from 1.1 per cent 
to 2.4 per cent, in the Contribu- 
tion Sodale G£nfiralis6e, a spe- 
cial tax on all revenue. This 
increase took effect at the 
beginning of July, along with 
an increase in taxes cm petrol, 
alcohol and tobacco. 

“These items are fairly price 
inelastic’’ says Mr Jean-Fran- 
pois Merrier. French economist 
at Salomon Bros. "Households 
are therefore likely to spend 
less on other items to compen- 
sate. 

Nor are lower interest rates 
entirely good news for con- 
sumption. A study published 


last month by the Bank of 
France estimated that a 1.5 per- 
centage print cut in long term 
interest rates and a 3 percent- 
age point cut in short term 
rates would cut household 
income by FFrSObn, leading to 
a 0.5 per cent fall in consumer 
spending in the first year and a 
0.2 point fall in the following 
year. 

Economists, however, still 
believe lower rates are neces- 
sary to revive consumption 
and the French economy. “The 
most important function of 
Interest rates is as a relative 
price between savings and con- 
sumption. A reduction will 
therefore boost spending,” says 
one economist at a Paris-based 
bank. 

Perhaps more importantly, 
reduced Interest rates could 
ease the root problem facing 
French consumers - the relent- 
less rise of unemployment, cur- 
rently at 11.7 per cent, and the 
resulting loss in economic con- j 
fidence and increased precau- 
tionary savings. I 

According to the Bank of ! 
France study, the effects of 
their notional reductions in 
interest rates would knock 
FFr40bn off companies’ annual 
interest payments. By easing 
pressure on the balance sheet, 
It would also ease pressures on 
their payrolls. 

■ Without an improvement in 
unemployment, few econo- 
mists expect a rapid recovery 
in consumer confidence. “If 
you think your job is in danger 
then you are reluctant to con- 
sume," says Mr Jean-Franco is 
Merrier at Salomon Bros. In 
addition, the depressed labour 
market has kept real wage 
increases, and hence purchas- 
ing power, flat 

If the French monetary 
authorities can guide real 
interest rates lower, cutting 
the key intervention rate a few 
percentage points below its 
current level of '6.75 per cent, 
then economists forecast a 
revival in spending. Until then, 
however, consumers may be 
reluctant to fates their hands 
from their pockets. 


US media 
set for bid 
war over 
Paramount 


By Martin Dickson 
in New York 


SPECULATION is intensifying 
that other US media moguls 
will initiate a bidding war for 
Paramount Communications, 
the film and publishing group 
which agreed to be acquired 
by Viacom for S8-2bn (£5.3bn) 
a week ago. 

Reacting to the possibility of 
a rival bid, a Paramount 
spokesman said: “We repeat 
what we have said from the 
first day: the merger with Via- 
com is a perfect business fit 
and is in the best Interests of 
our shareholders. It will be 
completed." 

However, a routine board 
meeting of Turner Broadcast- 
ing on Friday is believed to 
have given Mr Ted Turner, the 
mercurial founder of the Cable 
News Network television chan- 
nel, a green light to examine 
ways of getting involved in a 
rival bid. 

In an interview with the 
Financial Times conducted last 
Thursday (see Monday inter- , 
view, Back Page) Mr Turner ! 
was dismissive of the idea that 
be might enter a bidding war 
because it would be too costly, 
but analysts speculated yester- 
day that he might launch one 
in conjunction with other 
media groups. Turner Broad- 
casting is much smaller than 
Paramount 

Another possible bidder is 
Mr Barry Diiler, who played a 
key role helping Mr Rupert 
Murdoch build Fox into Amer- 
ica’s fourth television network 
and now heads QVC Network, 
which offers cable television 
home shopping. Mr Diiler is 
ambitious to build QVC Into a 
more broadly based network. 


Europe's first 
Automotive 
Component 
Park. 


Located within an hour's drive ot motor 
manufacturers producing more than 500,000 vehicles 
per annum, the Black Country was the obvious location 
for Europe's first Automotive Component Park. 

It’s a 115 acre dedicated 
automotive enterprise, placed at 
the northern extent 

of the new 2.5 mile Automotive CnumsiXT Pv«a 
Black Country Spine ■ t “* 

Road, offering direct dual carriageway access to the 
MB, Junction 9 and the M5, Junction 1. 

From this vantage point, names like Rover, 
Jaguar, Peugeot and Roils Royee are within an hour's 
NGV drivetime. Ford, General Motors, Honda and 
Toyota are within a further hour. 

So In the Black Country, for Just In Time delivery, 
time is on your side. 



■m-i 


500,000 
1 hour. 


Needless to say. with the Black Country's established 
Industrial reputation, manufacturers moving to the area 
are finding the skilled labour, materials and support 
services they need already In place. 

And because the Black Country Development 
Corporation has a reputation for swift action, 
incoming businesses can be up and running without 
delay. Send for details of business opportunities In 
the Black Country today. And watch your growth 
accelerate. 


AH drive turn are appwhnme. 


BLACK COUNTRY 

DEVELOPMENT CORPORATION 
TELEPHONE: 021-511 2000. FAX: 021-544 5710/021-552 0490 


To 1 Unda dement. 8*«k Country Development Corporation, Black Country House. Rounds Green Road. Oldbury, WWt Mtdunds BW 2DG. 

Please send me details of. 

the Automotive Component Pari^J other sites avaHabie in the Black Country Cj further Information about the Corporation's woA i 
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Second threat to Glaxo’s Zantac 


By Paul Abrahams 

GLAXO’S victory on Friday 
over Novopbarm, the 
manufacturer of generics 
drugs, about the US patents of 
Zantac, the world's best-selling 
medicine, increases the British 
group's chances of winning a 
second patent case next year. 

Genpharm, a Canadian 
generics company smaller than 
Novopharm, is due to chal- 
lenge Glaxo’a patents next 
May. Lawyers representing 
Genpharm attended the Novo- 
pharm case, which was heard 
in North Carolina, near Glaxo’s 
US headquarters. 

Both Canadian groups claim 
an unstable liquid form of the 

Mexican boost 
as Laser-Scan 
hits £45,000 

Following the return to profit 
In the second half of 1992, 
Laser-Scan Holdings, computer 
software group, produced pre- 
tax profits of £45,000 for the 
first six months of 1993, com- 
pared with a £409,000 loss. 

Turnover for the period 
expanded by 45 per cent from 
£3.99m to £5. 78m. 

The directors said that much 
of the improvement could be 
attributed to the final deliv- 
eries against tbe Mexican con- 
tract. 

The substantial amounts of 
third party hardware involved, 
although at relatively low 
margins, “made a useful con- 
tribution to profit” they said. 

The second half is not expec- 
ted to produce the same level 
of profit as last year - £498,000 
for the six months - although 
the directors believed there 
was the potential “ to grow 
and to improve its profitabil- 
ity." 

Earnings per share were 
0-3p (losses of 2.5p). 


Correction 

Mid-Ocean 

A table in the Financial Times 
on September 15 stated that 
Mid-Ocean, the Bermuda-based 
reinsurance company, raised 
$25 (hn in new capital during 
1993. Mid-Ocean has raised 
S325m this year bringing its 
total capital base (inclnding 
retained earnings) to some 
S735m. 


drug, for which Glaxo’s patent 
expires in December 1995, is 
insufficiently different from 
the marketed form to justify 
different patents. The stable 
form’s patents expire in 2002. 

If Novopharm had won, it 
would have been able to mar- 
ket a generic version of Zantac 
in the US from January 1996. 

Glaxo's victory was crucial 
to the company’s future, in the 
last financial year, Zantac, an 
ulcer treatment, generated 
sales of £2.l7bn, equivalent to 
44 per cent of group turnover. 

Sales of drugs whose US 
patents have recently expired 
have halved in a year. About 
half Zantac's sales are in the 
US. Some analysts believe the 


case depressed the shares by 
up to lOQp. The shares closed 
at 644p on Friday. 

At Glaxo’s full-year results 
earlier this month. Dr Richard 
Sykes, chief executive, warned 
there were additional threats 
to Zantac other than the patent 
challenges. They remain: 

• The expiry next year of the 
US patents of Zantac's main 
competitor, SmithKUne Bee- 
cham’s Tagamet. Zantac will 
have to compete with cheap 
generic versions of that drug. 

• The eradication of helico- 
bacter pylori, a bacterium 
which has recently been dis- 
covered to be Implicated In 
ulcers. If doctors decided to 
eradicate the bug rather than 


prescribe Zantac-type drugs, 
the market could collapse. 

• Over-the-counter non-pre- 
scription versions of best-sell- 
ing anti-ulcer drugs such as 
Tagamet and Merck's Pepcid. 
The immediacy of this threat 
receded last week because of 
the refusal of US Food and 
Drug Administration advisory 
committees to recommend an 
OTC version of Tagamet 

• New-gsneration drugs, such, 
as Astra’s Losec. 

• Generic versions of unsta- 
ble liquid form of Zantac after 
its patents expire at the end of 
1995. Dr Sykes played down 
this threat, arguing there were 
doubts about the quality of 
generic wmniiffl r ftrri n g - 


Hozelock in £50m flotation 


By Tim Burt 

HOZELOCK, the manufacturer of garden 
equipment, is to be floated on the stock, market 
in November at an estimated value of ESOm. 

The company, which Is forecasting a 30 per 
cent increase in operating profits from £3 An in 
the 12 months to September 25 1992 to £5m this 
year, hopes to raise up to £20m to fund expan- 
sion and reduce gearing. 

Mr David Codling, managing director, said the 
company needed to come to the market to 
strengthen Its balance sheet. The proceeds will 
repay bank loans and redeem existing prefer- 
ence shares. 

“Our aim is to raise enough capital to have 
very conservative gearing, so that if an acquisi- 
tion came along we wouldn’t have to go back to 
the bank." Mr Codling said. 

He expected many of Hozelock’s customers 
in the UK, where the market in garden 
products is estimated to be worth more than 


£1.5bn, to become investors. 

Sales to such customers have grown by more 
than 10 per cent a year since a £24m manage- 
ment buy-out from Ropner in 1990. This year 
turnover is expected to grow to £32m, against 
£27 Jm last time. 

Although the proportion of the share capital 
coming to the market has yet to be finalised, the 
team of 20 executives who led the buy-out could 
see the total value of their shareholdings 
increase to if the market capitalisation is 
setat£50m. 

The company hopes a listing will help it 
expand operations overseas, where sales this 
year are expected to exceed £8m. 

Manufacturing of the group’s 300 products Is 
due to increase next year when it moves its 
main plant from Aston, Birmingham, to a new 
£8.5m factory on the other side of the city. 

The flotation will be sponsored by Barclays 
de Zoete Wedd, and James Capel will act as 
brokers. 


Court Cavendish makes 
£4.1m acquisitions 


By David Blackwell 

COURT CAVENDISH Group, 
the nursing home company, 
has made its first acquisitions 
since coming to the market in 
July. 

The group is paying £3.75m 
cash for two privately-owned 
care homes in Essex and Kent, 
with a combined total of 122 
registered beds. In addition the 
group has acquired from 
administrators a further 50-bed 
nursing home in Sussex, which 
it has been managing, for 
£375,000. 

Mr Tony Heywood, finance 


director, said the flotation bad 
enabled the group to clear its 
debt, leaving £15m to finance 
its expansion plans. It was still 
looking for further suitable 
acquisitions in the south of 
England. 

The group now operates 26 
homes with a total of 1,306 
beds. It is aiming to expand at 
the rate of 500 beds a year. 

The group also announced 
yesterday the appointment of 
Sir Donald Acheson, chief med- 
ical adviser to the government 
from 1983 to 1991. as a non-ex- 
ecutive director with effect 
from October L 


New City 
Comml asset 
value at 111.6p 

New City and Commercial 
Investment Trust, raised net 
asset value by 15 per cent to 
111.6p per share over the 
period from February 8 to July 
31 1993. 

The trust was formed as part 
of the restructuring of City and 
Commercial Investment Trust, 
which came to the end of its 
life at the end of January 1993. 

Net revenue for the period 
ended July Si was £253,000 and 
earnings per share came to 
2-004p. 

An interim dividend of L3p 
has been declared. 


Vfe INTERNATIONAL! Jk f | 

BusinessWeek 


This week's topics: 

The Race To Rewire Europe 
Middle East The Economics of Peace 
Cadbury Schweppes Unquenchable Thirst 
Japan's Mid-Tier Brokers Are Hurting 
U.S.: Southeast Embraces Global Economy 
(For subscriptions: From UK call 0628 • 23431) 

Now available at your newsstand! 


BusinessWeek international 
14, a v d'Ouctry, CH-1008 Lausanne Tel. 41-21-617-4411 
For subscriptions call UK 44-628-2343 1 Hong Konfl 852-523-2939 


NOTICE OF PREPAYMENT 

Municipal Finance Authority 
of British Columbia 

USS 50,000,000 

Retractable Bonds, Series EA, due 2005 


Pursuant to Article Prepayment a: the Option of the Authority of 
the Twms and Conditions ol the Bonds, notice s hereby given 
that the Authority will prepay on October 28, 1993. the lota) 
amount remaining outstanding of the above+nan tinned Bonds 
li.0. USS 43.000,000) at 103% of then- principal amount 
Payment of interest aid premium due on October 28, 1993 and 
reimbursement ol principal vM be made in accordance with the 
Tams and Conditions of the Bonds. 


Interest wffl cease to accrue on the Bonds 
as from October 28, 1983. 


Luxembourg, September 20, 1993 



We Fiscal Agent 

Kmdkatbank 

Lummbourg 
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WHY PAY MORE FOR LESS 7 

Crvi Gr.M.i.r: Cl.'im. PC QUOTE : Li.ijUo-i : (171 
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PC QUOTE 
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GiioGredit Bank 
Aktiengesellschaft 
derSpaxkasseu 

(formerly) 

Gliozentrsle und Bask 
dor tacerrateUachBii 
Spa rit assan 
Aktiaqge&ellflchaft 

Japanese Yen 10 . 000 , 000.000 
naaUng Rate Notes due 19S5 
For the si* months 
20th September 1993 
to 22nd March 1994 
In accordance with the 
provisions of tbe Notes, notice 
is hereby givBD that the rate of 
Interest has been fixed at 4.35 
per cent, per annum, and that 
tbe tntare&t payable on the 
Interest Payment Date 22nd 
March 1994 against 
Coupon No. 11 wfll he 
Yen 2,130,832 pat 
Yen 100,000,000 Now. 

The Industrial Bank ol Japan, 
Limited 
Agent Bank 


Canadian Pacific Limited 

Al a meeting of the Beard of Directors 
held today, a quarterly dividend of eight 
cents (8c) Canadian per share on the 
outsandlng Ordinary Shares was 
declared, payable on October 28, 1993, 
ro holders of record St the dona of 
business on September 1993. 

By Ordbji Of The boajuj, 

DJ. Deecan 

VjcE-PaESiDejn- and Secretary 

Calgary. Alta, September 13, 1993 



AITOINTMENTS 

ADVERTISING 

appears every Wednesday & 
Thursday & Friday 
(International edition only) 
For further infbnnntkm 
piece call: 
MarkHall-SmWiOT 
0718733460 


PAINTS & THE 
ENVIRONMENT: 

AN INDUSTRY FIGHTS BACK 

The Financial Times plans to publish this Survey on 

THURSDAY 25 th NOVEMBER, 1993 

It will be published from our print centres in Tokyo. New York, 
Frankfurt, Roubaix and London. It will be seen by Chief 
Executives and Government Officials in 160 conntriea 
worldwide. 

For full editorial synopsis and detatU of available 
advertisement positions, please contact: 

BRIAN HERON _ 

Tele-- 061 834 8S8I Faaw 061 832 9248 

FINANCIAL TIMES , 

Alexandra Buildings, Queen Street, Manchester M2 5LF. 


Venables 
faces more 
allegations 

FRESH allegations of 
Irregularities at Tottenham 
Hotspur Football Club were 
made In the Channel 4 pro- 
gramme Dispatches last night, 
writes Barry Riley. 

Two weeks after Mir Terry 
Venables, former chief execu- 
tive, left tbe club in Jane this 
year, two handles of cash 
totalling £8,750 woe found In 
the safe at Spurs. The money, 
according to the programme, 
was VAT originally added in 
error to a cash payment of 
£50,000 in August 1992 to Mr 
Frank McLintock, a former 
star footballer who is now a 
partner of a players’ agency. 

At least in part, the money 
was a payment for handling 
the transfer of Mr Teddy Sher- 
Ingtaam from Nottingham For- 
est to Spurs late in 1991. Such 
payments are against Football 
Association rules and both Mr 
Venables and Mr McLintock 
told the programme's produc- 
ers that the invoice was mis- ; 
leadingiy made out In order to 
get around this. 

Another payment to an 
Intermediary, an Italian res- 
taurateur called Mr Gino San- 
tin, was highlighted by the 
programme as the original 
trigger for the eventual break- 
down of relations between Mr 
Venables a»d Spurs' chairman, 
Hr Alan Sugar. 

When Mr Santin was called 
in by Mr Venables in July 1991 
to assist with the complex and 
protracted negotiations to sell 
Mr Paul Gascoigne to the Ital- 
ian clnb Lazio, Mr Sugar was 
told by Mr Venables that Mr 
Santin would act for nothing. 
In 1992, however, Mr Santin 
submitted an Invoice for 
£200,000 in respect of “activi- 
ties and assistance regarding 
the transfer of Paul Casgoigne 
(sic) to Latin (sic) Rome". 

Mr Santin, the programme 
reported, said that what 
started as a favour soon devel- 
oped into a different role. 

There are contradictions 
between the claims of Mr Ven- 
ables, wbo insists Mr Santin 
was instrumental in raising 
the price from £4.825m to 
£5U>m, and Lazio, which says 
that the £5 .5m offer was made j 
two weeks before Mr Santin 
became involved. 

However, Lazio agreed, 
according to Dispatches, that 
Mr Santin was crucial In keep- 
ing the deal going. 


Spring Ram expected to 
lose Rooney and advisers 

- . i . 


By David Blackwell 

SPRING RAM, the bathrooms 
and kttnhmH group, is expec- 
ted to announce today sweep- 
ing changes to its advisers. 

The accounting firm Price 
Waterhouse is likely to take 
over the audit from Arthur 
Andersen, while Barclays de 
Zoete Wedd are set to replace 
P anm ure Gordon as brokers. 

These moves anticipate the 
rihnwT in the group’s long-run- 
ning crisis expected to be 
reached later this week with 
the exit o£ Mr Bill Rooney, one 
of the founders of the company 
and its biggest shareholder. 


On Wednesday the group 
will announce interim results. 
Unofficial market estimates of 
the loss have grown from £23m 
a few weeks ago to as much as 
E40m- Such a result could trig- 
ger Mr Rooney's departure, 
a l flpg with other senior direc- 
tors. _ 

At the same time Mr Roger 
Regan, who was appointed 
chairman at the end of July, is 
due to unveil his promised 
operational review, alongside a 
full finnncifii review from Price 
Waterhouse. 

MT Rooney, who still bolus a 
16 per cent stake, lost his job 
as executive chairman to Mr 


Regan, a building industry vet. 
eran. Mr Regan m* 
approached by investment 
institutions, led by Prudential 
Corporation, after the West ■ 
Yorkshire-based company- 
issued three profit warnings 
within eight months, caushg 
a collapse in the; Share 
price. 

Although Mr Rooney has 
continued as chief executive . 
working alongside Mr Regan - 
on a trial baste, the new chair- 
man has enough votes on the 
board to sack him. 

Inconclusive bid talks last ' 
month, were followed by grow-: 
jpg tension at board level 


Mid-States advances 36% 


ON A 24 per cent increase in 
sales from £25m to £30 3m, pre- 
tax profits of Mid-States, the 
wholesale and retail distribu- 
tor of automotive parts In the 
US, ware boosted 36 per cent to 
£2 .61m for the first half of 1993, 

a gain at VI 09m 

Mr William Cherry, chief 
executive, stated that the sec- 
ond half of the year had 
opened strongly and prospects 
for the fall period were “most 
encouraging". 

The share price rose I3p to 
8&p last Friday. 


Profits of this USM-quoted 
company, which operates 
through its subsidiary, Mid- 
State Automotive Distributors 
erf Nashville. Tennessee, were 
after higher interest payable of 
£522,000 (£412,000) and subject 
to tax Of £400,000 (£360,000). 

Earnings per share were 
higher at 4.5p (3.2p). The 
Interim dividend is held at 
0.75p with an enhanced scrip 
alternative of 1.125p. 

The directors are also paying 
a special distribution of 2JJ5p 
with an enhanced scrip alter- 

CftOSft BORDER M&A DEALS 


native of 3375p. 

The company intends to. 
implement an American Depos- 
itary Receipt programme in the ; 
US as it is believed that share- 
holder value would be : 
improved. 

Following the implementa- 
tion of the ADR programme^ 
the company intends to reduce . 
its dividend pay-out "so as to 
provide additional funds for 
expansion.” The directors, 
therefore, plan that dividends - 
would be set "at a level which 
is at most nominal." - •; 


BIDDER/INVESTOR 

Huntsman Corporation 
(USA/Austraf la) 

British Telecom (UK)/ 
Qrupo Santander (Spain) 


Kerry Madia (HK/ 
Malaysia 

Euroc (Sweden) 


Goodyear (US)/C«at 
(India) 

Frvttor&JS) 


Volvo (SwedenpXian 
Aircraft (China) 

Quarto (UK) 


Anwtrad (UK) 

TeJecornmurrfcatibns Inc 

(USPBe rto H ma nn 

(Germany) 


TARGET 

Unit of Texaco (US) 


Joint venture 


South China Morning 
Post (Chine) 

Partek Cement/ 

Lohia (Brian d) 


Unit of Dbcom (UK) 

Xian Silver Bus 
Corp (JV) 

Scata (US) 

OancaU Radio 
(Denmark 


Chemicals 


Telecoms 


Publishing 

Building 

materials 


Tyre 

manufacture 

Retailing 


Vehicle 

manufacture 

Publishing 

services 

Mobile 

telecoms 

Cable TV 


COMMENT 

Musical chairs 
in sector 

Further 
European 
push for 8T 

Buying 34.9% 
from News Corp 

Nordic 

companies 

rationalise 

Tyre prod- 
uction venture 

Dixons disposes 
of Silo 

Bus production 
deal 

Profit -related 
price 

ExpantSng 
telecoms ops 

Interactive 

move 


FT CONFERENCES 


INTERNATIONAL PACKAGING & THE ENVIRONMENT 
London, IB & 19 October 

Legislation and the opportunities and problems facing the packaging Industry 
and Its customers vrflt be renewed together with co-operation In the pa ckaging 
chain, recycling versus incineration. Speakers include : The Rt Hon John 
Qummer MP. Secretary of State for the Environment; Osmans Stroetmann i 
from the German Federal Ministry for the Envaonmerc Yanrta Pateotoassaa of 
the EEC, Thierry Mairaud of St Gobain Group and Waiter Brinkmann of Coca- 
Cola International. 

AFTER THE RECESSION - WORLD COMMERCIAL AVIATION AT 
THE CROSSROADS 
Dubai, S, 9 & 10 November 

Timed to coincide with the Dubai International Aerospace Exhibition, the 
conference wffl examine in depth the polBfcai. economic and structural changes 
which the commercial aviation Industry is now facing and which wfll Influence 
corporate policy and planning in the years ahead. Speakers include: H Shefldi 
Ahmed Bln Based Al Maktoum, President of the Dubai Department of Civil 
Aviation, Tan Sri Zaln Azraai, Chairman of Malaysia Airlines. Mr Pieter Bouw, 
President at KLM Royal Dutch Airlines, Mr Golm Barrington. Assistant Chief 
Executive. GPA Grotto pie, and Or WHItam Fromme, Director, Air Navigation 
Bureau, International Civil Aviation Organisation. 

WORLD ELECTRICITY 
London, IB &17 November 

This annual meeting - the seventh in a series arranged Mntfy with Power In 
Europe - wS provide a high-level forum for unities and their regulators, as well 
as suppliers of equipment and services, to discuss how the electricity industry is 
responding to a more competitive environment Issues to be addressed Include 
Third Party Access, privatisation in emerging markets, tanffls and pricing in the 
CIS, foal sources In a changing environment and the US experience of demand 
side management. 

THE ECONOMICS OF RAIL PRIVATISATION - OPPORTUNITIES 
FOR THE PRIVATE SECTOR 
London, 22 November 

This high-level one-day conference wM examine the opportunties - and pWaffs • 
frl passenger service franchising, the new leasing market In railway roIBna stock 
and the management of track Infrastructure. Speakers Include: The Rt Han 
Roger Freeman MP, Minister for Public Transport: John Swift OC, Rail 
Regulator Designate; Roger Salmon, Franchising Director Designate and 
Robert Horton of Raiftrack. 

THE FIFTH FT PETROCHEMICALS CONFERENCE 
London, 22 & 23 November 

This year's conference will review the challenges facing the petrochemical 
Industry; consider pricing, restructuring and competition. Authorttaftve speakers 
from Europe, North America, ihe Middle East and Latin America wfll examine 
key market developments. 

VENTURE FORUM EUROPE -93 
London, 29 November - 1 December 

Arranged Jointly by the Financial Times and Venture Economics, the Forum 
brings together Industry experts from Europe and the USA to Oscuss Die issues 
and opportunities affecting the European venture capital community. The 
Forum will include sessions on new approaches to fund raising; buyouts; the 
outlook lor technology investing In Europe and future forecasts. 

WORLD TELECOMMUNICATIONS 
London, 7 & S December 

The heart of the conference debate will focus on the trends changing the shape 
of the world telecommunications Industry, with particular emphasis on 
regulation and the methods, challenges and obstacles of privatisation. 
Speakers include; Mr Don Orufckshank, Director General of OFTEL Mr Janes 
H Gueno, Chairman of the Federal Communications Commission, Mr Mere 
Dandetot, ConseUer treat, French Mnfeby ol Posts and TdecominunlcBtions, 

Mr P6J Horvdth, Director General of the Hungarian Telecommunications 


THE OUTLOOK FOR NATURAL GAS IN THE 1990s AND BEYOND 
Vienna, 13 & 14 December 

BP, British Gas, Exxon, Gazprom, Shell and Statoil are among the 
organisations represented on the speaker platform at this hlgh-tewl meeting, 
which will consider developments In key markets; worldwide supply and 
demand; gas prices, prefects and Infrastructure hr m n eto fl. 


All enquiries should be addressed to : Financial Times Conference 
Organisation, 102-108 Cleritenwell Road, London EC1M 5SA. 
Tefc 071 814 9770 (24 hour answering service) Telex: 27347 fTCONF G 
Fax' 071 873 3875/3969 


FX and GOLD g£$““ L,d 

Victoria Street 

24 HR DEALING London EC4V4BS 
Tcb 071-329 3030 
MEMBER S F A I CaH now for further information Fate 071-329 3918 


NO MORE DANCING! 
SATQUOTE™ - Your single service for real rime quotes. 
Futures * Options * Stocks * Forex * News * Via Satellite 

„ LONDON +71 329 3377 

NEW YORK +212 2696636 FRANKFURT +-4969 440071 
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TOE BEST INFORMATION IN YOUR HAND 

Future* Pager derive™ constant updates on currencies, futures. Indices Inierat 
rates and commodities 24 hours a day, with prices and news both direct tram 
^Reuters, why try and do without It? Call 07t-fi95 SM00 for your FREE trud? 
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COMPANIES AND FINANCE 


IRI reconsiders options for SME 

Ru Uoln Rlmnwl u w U uu.u. 


By Haig Simonian in Milan 

IRI, Italy's biggest state 
holding company which is 
m o unti n g an ambitious privati- 
sation campaign, will this 
week reconsider Its options 
after another embarrassing 
setback. 

IRI has said that it will re-ex- 
amine plans to privatise the 
supermarkets and catering 
operations of its big SME foods 
and retailing subsidiary, after 
failing to find suitable buyers 
last week. 

-fc The group will turn to the 
government to redraw the cri- 
teria for disposing of the SME 
operations after potential buy- 
ers i ndica ted they found the 
terms too unattractive to war- 
rant acceptable bids. 

The failure to sell SME's GS 
(supermarkets) and Autogrill 

- (catering) arms follows last 
month’s failure to sell another 


part of SME on account of a 
lack of acceptable bids. 

Selling GS and Autogrill 
would have marked the biggest 
transaction in IIU's privatisa- 
tion plans, which include the 
disposal of its majority stakes 
in Banca Commercials Italians 
and Credito Italiano, two of 
Italy’s biggest banks. 

The latest setback is a blow 
to mi's credibility and espe- 
cially to its urgent cash-raising 
plans. On Friday night, the 
group announced the creation 
of a new privatisation and 
restructuring department. 

IRI, which had consolidated 
debts of about L73,000bn 
($47bn) last year, has targeted 
privatisation receipts as a vital 
financial lifeline at a time 
when two of its biggest 
operations. Ilva (steel) and 
Iritecna (construction and 
general contracting) are losing 
money heavily. 


Last week, IRI suffered a fur- 
ther blow when parliament 
failed to approve a government 
proposal to repay tbe group 
about L2,Q00bn in overdue tax 
credits. 

SME's supermarket subsid- 
iary had sales of I£,631bn last 
year, making it one of Italy's 
biggest retailers. The catering 
side is the nation's biggest 
operation of Its kind, with 1993 
turnover of Ll.llSbn. 

IRI said the offers to buy just 
over half its 62 per cent hold- 
ing, had been either “unsatis- 
factory" or had failed to con- 
form to the terms stipulated. 

IIU's management, advised 
by Wasserstein Perella, the US 
investment banking group, had 
adopted a complex formula to 
create a hard core of investors 
and avoid the need for a full 
public offer for the minority of 
shares already floating. 

Separately, IRI could shortly 


announce the outcome of its 
renewed attempts to And buy- 
ers for SME's Cirio, Bertolli, De 
Rica (C8D) foods arm. The pre- 
vious bidding round is believed 
to have collapsed when none of 
the interested parties came up 
with offers which met IRI's 
terms, or made very low bids. 

The failure of the first round 
for CBD means potential buy- 
ers may now be allowed to bid 
for separate parts of the tinned 
foods, vegetable oils and milk 
group, rather than only for the 
entire operation. 

Subject to government 
approval, the terms are also 
likely to be relaxed for SME’s 
GS and Autogrill operations, 
with separate bids being per- 
mitted for the ret ailin g and 
catering arms and potential 
buyers being allowed to take 
all IRI’s 62 per cent stake, 
rather than having to form a 
consortium. 


Austrian Industries in flotation move 


By lan Rodger in Vienna 

AUSTRIAN Industries, the 
troubled state-owned metals 
Aand engineering group, has 
proposed hiving off several 
subsidiaries and then floating 
at least half of its equity in 
international capital markets 
early next year. 

S.G. Warburg, which advised 
AI on the scheme, said the 
slimmed-down group, consist- 
ing only of its steel and related 
engineering businesses, would 
have a market value erf about 
Schl5bn ($L33bn). 

Both AI and the Austrian 


government have long wanted 
to proceed with a flotation, not 
least because of the existence 
of a Sch3bn “going public” AI 
bond issue which is convertible 
into shares until 1995. 

But they have been frustra- 
tedby spectacular losses at tbe 
group's Austria Metal (AMAG) 
aluminium subsidiary. These 
are likely to reach Schiabn in 
the three years to 1994. swamp- 
ing the profitability of the 
group's core businesses. 

AI's main proposals are to 
sell all its non-core subsid- 
iaries. including AMAG, back 
to its parent company, Oester- 


reichische Industriebeteili- 
gungs (OIAG). On 1992 figures, 
this would leave a group with 
sales of Sch59.6bn. operating 
profits of Sch991m and net debt 
of Sch3.2bn, 23 per cent of 
shareholders’ftinds. 

A few of the subsidiaries to 
be hived off, such as the Btihler 
Uddehoim special steels busi- 
ness and the VA Bergtechnik 
mining equipment unit, are 
successful and could be floated 
at a later time. Siemens has 
agreed to buy the SGP Ver- 
kehrsteebnik railway equip- 
ment subsidiary. 

Mr Michael Sekyra, AI chief 


executive, said tbe government 
had broadly accepted the plan 
and a final decision was expec- 
ted next month. 

The key to its success was 
for the government to under- 
write the losses of AMAG until 
OIAG was able to sell off other 
holdings. 

The government's problem is 
that it has promised not to 
commit any more taxpayers' 
money to the accident-prone 
nationalised industries. AI has 
proposed that it provide a tem- 
porary guarantee for OIAG 
borrowing, and it appears that 
this has been accepted. 


Wellcome 
takes 5% 
stake in 
US group 

By Richard Waters 
in New York 

WELLCOME, the UK-based 
drugs company, has agreed to 
take a 5 per cent stake in Cen- 
tocor, once a high-flying US 
biotechnology company that 
was brought low last year 
when it failed to secure Food 
and Drug Administration 
approval for its main product 

Wellcome will help develop 
and market some of tbe com- 
pany’s anti-cancer drags, prin- 
cipally Panorex, Centocor said 
on Friday. This drag Is in final 
trials in Germany and its first 
sales there could come in 1995. 
said Mr David Holveck, chief 
executive. 

Wellcome will buy 2m new 
shares in the company, whose 
stock closed on Friday before 
tbe announcement at $9*4. The 
price was not revealed bat Mr 
Holveck said it was paying a 
premium. It will also pay roy- 
alties to the company, though 
these have yet to be agreed. 

In a similar deal last year. 
Eli Lilly Is believed to have 
paid S5Qm for a 5 per cent 
stake in Centocor as part of a 
plan to develop and market 
Centoxin, a treatment for bac- 
terial infection. 

The FDA's failure to approve 
Centoxin for the US market 
led to a collapse in the share 
price of Centocor, which had 
previously been among the top 
five US biotech companies by 
market capitalisation. 


Privatisation programme 
gets under way in France 


By John Ridding in Paris 

THE French government’s 
ambitious privatisation pro- 
gramme gets under way today 
with the start of the pre- 
marketing process for Banque 
Nationals de Paris, the state- 
owned bank. 

The privatisation of BNP, the 
first of 21 state-controlled 
groups that the government of 
prime minister Edouard Balla- 
dur has targeted for sale, is 
expected to raise between 
FFr25bn and FFr30bn ($4.5bn 
to SS^bn). 

Mr Edmond Alphand&ry, the 
economy minis ter, said that 
the privatisation of the bank 
would be completed by Decem- 
ber 20 at the latest 

However, most market ana- 


lysts believe that the timetable 
will be shorter. 

The pre-marketing process, 
in which investors can make 
non-binding claims for shares, 
will provide the French gov- 
ernment with a measure of the 
demand for the issue. 

It will be used to determine 
the price at which tbe shares 
will be sold. 

According to the economy 
ministry, tbe government will 
offer about 40 per cent of the 
shar e capital of BNP. or some 
72m shares, for open sale. 

At least half of this amount 
will be sold through a public 
offer in France. 

About 12.5m shares will be 
sold to French institutions and 
some 23.5m shares will be 
placed abroad. 


In addition, about 8m shares 
will be offered on preferential 
terms to BNP staff. 

The government also con- 
firmed that a core group of sta- 
ble investors - Including 
Union des Assurances de Paris, 
the state-owned insurance 
group - will hold about 30 per 
cent of BNP's shares after 
privatisation. 

Individual French residents 
and citizens of the EC will 
have the right to at least 40 
shares in BNP. 

Investors who subscribed to 
the “Balladur bond’, a govern- 
ment borrowing scheme 
launebed earlier this year, will 
have the right to a farther 40 
shares if they convert some of 
their 6 per cent bonds into pri- 
vatisation equity. 


Novelle gives away Unix rights 


By Geof Wheelwright 
and Alai Cane 

THE BATTLE among personal 
computer software suppliers 
for leadership in the multi- 
million dollar operating system 
market will take an unex- 
pected and controversial turn 
tomorrow. 

Mr Raymond Noorda, chief 
executive of the US networking 
specialist Novelle, will 
announce he is “giving away” 
Novelle’s rights to Unix, one of 
the main contenders to become 
the standard operating soft- 
ware for networked computers. 


according to Untgram.X. an 
industry newsletter. 

Less than three months ago, 
Novelle paid $320m to buy 
Unix Systems Laboratories 
from AT&T, the US telecom- 
munications giant which devel- 
oped the software. 

Novelle is expected to give 
the rights to Unix to a com- 
puter industry consortium. 
X/Open, whose members 
include IBM, Hewlett-Packard 
and Sun Microsystems. 

Novelle will apparently still 
collect royalties from Unix 
sales, but the move may pacify 
customers upset that a single 


company could control such 
important software. 

Operating systems are the 
key to what functions a com- 
puter can perform and what 
software it can use. 

Microsoft of the US grew to 
become the world's largest 
personal software company 
because of its ownership 
of MS/Dos. the most popular 
software for single-user 
computers. 

Six weeks ago Microsoft 
introduced its own Unix-like 
software, Windows NT, and 
has been trying to establish it 
as the industry standard. 


General Motors sells 
^components offshoot 



By Martin Dickson 
In New York 

GENERAL Motors, which is 
divesting peripheral businesses 
in order to focus on its loss- 
making North American car 
operations, is selling its rear 
axle, propeller shaft and forg- 
ing business to an investor 
group. The business will be 
renamed American Axle & 
Manufacturing and its chief 
executive will be Mr Richard 
Dausch, a former executive of 
Chrysler. 

The deal with American Axle 
is the first significant sale by 
GM of one of its car compo- 
nents bumnesses, although It 
has also sold several 
operations not connected with 
the vehicle industry. Last 
week, for example, it sold its 
Allison Gas Turbine division in 
a leveraged buy-out. 

GM put the American Axle 
businesses up for sale last 
December, and the deal is 


expected to be concluded by 
the end of this December. 

Many analysts say that to 
improve its North American 
manufacturing costs, GM 
needs to shed many of its com- 
ponent operations, which fre- 
quently have higher labour 
and other costs than indepen- 
dent, non-union businesses. 
The company relies on its own 
subsidiaries for around 70 per 
cent of tbe components that go 
into its vehicles. However, the 
United Auto Workers union 
has adopted a generally hostile 
approach to moves by the com- 
pany to source components 
from outside. 

GM was quick to point out 
that as part of the deal, the 
UAW will continue to repre- 
sent the new company's 
hourly-paid workers. 

Mr Dausch, who resigned as 
executive vice-president of 
manufacturing at Chrysler in 
1991. has recently been work- 
ing in Detroit as a consultant 



NEWS DIGEST 

Glaverbel in 
the red at 
six months 

GLAVERBEL, the Belgian 
glass manufacturer, blamed its 
first loss for more than a 
decade on the depth of the 
European recession, restruct- 
uring costs and recent “com- 
petitive" currency devalua- 
tions within the European 
Community, writes Andrew 
Hill in Brussels. 

The group announced an 
operating loss of BFr6S5m 
($19m) tor the first half, further 
aggravated by the BFrl.09bn 
cost of restructuring US and 
Belgian operations. It recorded 
a net interim loss of BFrl.75bn 
against a profit of BFr673m in 
the first half of last year. 

Interim sales at tbe com- 
pany, which has invested 
heavily in the US and the 
Czech Republic, fen by more 
than io per cent to BFT15A4bn 
(BFrl7.26bn). 

Mir Luc WiHame, chief execu- 
tive. said that excluding Glav- 
erbec, tbe group’s US subsid- 
iary, sales had declined fry 9 
per cent, of which 2.5 per cent 
represented the effect of cur- 
rency devaluations, notably in 
italy and the UK. 

A further 2b per cent of the 
decline was due to additional 
price pressure, and the remain- 
der to a drop in volume. 

Eastman Kodak 
warns on outlook 

EASTMAN KODAK, the US 
photographic products com- 
pany which recently ousted its 
chfliwwm, has warned that it 
would be a “challenge” to 
matnh last year’s third-quarter 
earnings per share, writes 
Martin Dickson. 

The news hit Kodak's shares, 
which closed on Friday in New 
York at $59%. down $ 2 . 

In the third quarter of 1992 
the company reported net earn- 
ings of $330m, or $1.01 a share, 
before special charges. 

Kodak is searching for a new 
chairman from outside the 
company, following the forced 
resignation in August of Mr 
Kay Whitmore. 


The company, which will 
announce third-quarter results 
on October 27, said revenues 
for July and August were 
down by “mid-single digits'* 
because volume gains had been 
offset by negative currency 
exchange and lower prices. 

First-half rise for 
Zurich Insurance 

ZURICH Insurance, Switzer- 
land's largest insurer, has 
reported a 14.6 per cent jump 
in premium income in the first 
half to SFT13.6bn ($9.7bn) and 
forecast higher profits for the 
full year, writes Ian Rodger. 
Consolidated net income 
reached SFr491.4m last year. 

The company said premium 
growth in the first-half, exclu- 
ding acquisitions, was only 8.7 
per cent. 

Proton selects 
local partner 

PROTON, the listed Malaysian 
car manufacturer, is to enter 
into partnership with another 
local company to make “model 
variants" of its cars, writes 
Kieran Cooke in Knala 
Lumpur. 

Diversified Resources, an 
assembler of foreign cars for 
the Malaysian market, will 
have a controlling stake in the 
new enterprise. 

The move has caused some 
concern among industry ana- 
lysts. They argue that the new 
arrangement, by transferring 
part of the car production pro- 
cess outside Proton's control, i 
goes against the carmaker’s 
efforts to achieve economies of 
scale. 

Proton aims to produce up to 
120.000 cars this year at its 
plant outside Kuala Lumpur 
and 150,000 units by 1995. 

Diversified Resources is a 
relatively small company with 
a plant on the east coast of 
peninsular Malaysia, a consid- 
erable distance from Kuala 
Lumpur. 

Proton, which receives sub- 
stantial government protec- 
tion, has captured about 70 per 
cent of the Malaysian car 
market 

The company also exports, 
with the UK its biggest over- 
seas market. 


Before you sign 
any deals abroad, 
make sure you’ve 


got all the facts. 



When you’re doing export business, it's 
not enough to know how someone’s behaved 
in the past. You’ve got to be able to judge how 
they'll behave in the future. Nobody docs 
more to uncover the intelligence you need than 
Trade Indemnity. 

When we evaluate your potential 
customer, we never rely on hearsay alone. 
We’re not even prepared to depend entirely on 
published data. Instead, your own personal 
underwriter will, when necessary, travel round 
the world at the shortest notice to make on-site 
investigations on your behalf. Searching for 


any spanner in the works that could bring you 
nightmares in the future. 

All the time and trouble we take pays 
off in the quality of the decisions we give you. 
Decisions which don’t simply protect you 
against bad debt, but which play a vital role in 
your overall development strategies. For 
instance, we can check out the strength of the 
links in your distribution chain. Something 
which could easily make or break vour 
export success. 

Trade Indemnity is the leading British 
credit insurer, and is able to provide both 


political and commercial risk cover in virtually 
every country’ in the world. And at a highly 
competitive price. 

At Trade Indemnity, we'll make sure 
the deal you bring home is worth the paper it's 
written on. 

For more detailed information about 
how Trade Indemnity can help your export 
business, contact Trevor Byrne on 071-S60 2577 
or talk to your broker. 



TRADE INDEMNITY 

Before you export anything, 
import us. 
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INTERNATIONAL CAPITAL MARKETS 


UK GILTS 


Correction in yields brings relief 


LIKE a maxi with toothache 
who has finally succumbed to 
treatment, the gilt market Is 
glad it's over. The big event 
was the long-awaited correc- 
tion in yields to compensate 
for the fairly obvious overvalu- 
ation of UK bonds which has 
been a feature of the past 
month or so. 

The excuse for the sell-off 
was the publication last 
Wednesday of Central Statisti- 
cal Office figures showing a 
higher than expected rise in 
retail inflation last month. 

Gilt traders were glad of the 
CSO's decision to release such 
data two hours earlier, which 
gave them more time to sell 
the securities and gave the gilt 
market Its worst day since the 
pound left the European 
exchange rate mechanism a 
year ago. 

After the fall of nearly 2 
paints for 15-year dated gilts on 
the day, the bonds traded ner- 
vously for the rest of the week. 
On Friday night, gilts of this 
maturity showed yields at just 
over 7 per cent on a par basis, 
roughly 20 basis points higher 
than the week before. 

As a result of this change, 
the difference between UK gov- 
ernment and German bond 
yields was quoted at around l 
percentage point, from the low 


of around 70 basis points 
recorded when gilts were per- 
forming particularly well in 
mid-August. 

The big question now for the 
gilt market is whether the lat- 
est inflation data are a blip or 
whether the assumptions 
which have underpinned the 
market's recent rally will have 
to be jettisoned for good. 

If it is tiie latter, then yields 
- particularly at the long end 
of the curve - may be expected 
to rise in the next few weeks. 

The general mood in the gilt 
market last week, however, 
was that investor interest is 
likely to hold fairly steady in 
the near future. Although 
some economists warned of 
further nasty surprises on the 
inflation front, many went 
along with the sentiments of 
Mr Robin Aspinall, an econo- 
mist at Panmure Gordon, who 
said the inflation figures were 
“nothing to get excited about". 

In the year to August the 
retail prices index rose 1.7 per 
cent up from 1.4 per cent in 
the 12 months to July. The 
Treasury's favoured measure 
of underlying inflation, the 
year-on-year rise in the BPl 
excluding mortgage interest 
payments, went up to 3.1 per 
cent in August from 23 per 
cent. 


UK gilte yield 

Restated at par {%> 



Source: Wataag Seaaitw 


A large part of the rise was 
due to price increases in shops, 
apparently resulting from 
retailers trying to compensate 
for the recent pressure on mar- 
gins linked to the recession 
and the long period of dis- 
counting. 

However, Mr Hugh Clarke, 
trade policy director of the 
British Retail Consortium, a 
trade body for the sector, dis- 
puted that shops were in any 
position to push through big 
price increases. "A lot of retail- 
ers are still suffering fierce 
competition and weak demand 
and see little opportunity to 
increase prices," he said. 

Also, the latest evidence on 


pay is that undue inflationary 
pressures appear to be dor- 
mant. According to the Confed- 
eration of British Industry, the 
pay bill in manufacturing has 
not grown at all this year and 
industry is heading for a reduc- 
tion in unit labour costs this 
year for the the first time since 
1960. 

Although the year-on-year 
underlying increase in average 
weekly earnings across the 
economy stayed static in July 
at 3J> per cent, the same as In 
June, the figure is historically 
extremely low and illustrates 
the weakness of wage pres- 
sures. 

UK economic data released 
this week are likely to provide 
few opportunities for big sell- 
ing or buying, with most inter- 
est focusing on the second- 
quarter figures for gross 
domestic product in the. second 
quarter due out tomorrow. 

• GQts were little moved by 
the announcement that the 
next gilt auction will be on 
September 29, when the Bank 
of England will sell an unspeci- 
fied amount of stock in the 
maturity range 2002 to 2006 
inclusive. Details of the 
amount and the auction stock 
will be announced tomorrow. 

Peter Marsh 


SPANISH BONDS 


Investor optimism beginning to wane 


THE August rally in Spanish 
bonds, almost entirely fuelled 
by non-residents, brought 
yields down by a full point to 
below 9 per cent. Ignoring 
events In Spain, the market 
travelled in the slipstream of 
enthusiasm elsewhere. 

But time Is running out for 
the government as it tries to 
convince the unions of the 
need for economic rigour, and 
the optimism that investors 
demonstrated last month is 
begining to wane. 

Last week, bond prices fell 
by 2V t points and the long end 
of the market in particular 
remains vulnerable. Traders 
want to know, as soon as possi- 
ble, what the government's 
much-heralded social pact 
agreement with the unions is 
going to look like. 

In this interim period the 
good news is that the govern- 
ment and the unions are still 


talking. The bad news is that it 
is increasingly looking as if 
they are not talking about very 
meaningful rigour. 

The economy and finance 
ministry is hinting that its 1994 
inflation target will be 4 per 
cent, against a current annual 
rate of 46 per cent, although it 
could be reduced to 3.5 per cent 
if the unions agree to wage 
restraint 

The ministry also says that 
the general budget deficit will 
stand at around 5 per cent of 
GDP, perhaps as high as 5.5 
per cent - around half a point 
less than what is expected this 
year. 

Such targets are certainly 
not ambitious, particularly set 
against far more aggressive 
policies unveiled by other 
European governments. 

The government’s original 
plan was that negotiations 
over the social pact, the cor- 


nerstone of which is a three- 
year incomes policy, should be 
completed before the budget 
goes before parliament at the 
end of this month. 

It appears that talks with the 
unions and the employers' con- 
federation will continue to the 
end of the year, and that the 
wage restraint issue has been 
set aside to allow for prior 
agreement on social spending. 

It is this apparent lack of 
ambition and seeming absence 
of urgency that is unsettling 
the market 

As things stand, the govern- 
ment is very unlikely to gain 
an agreement as it originally 
wished, to reduce purchasing 
power by six points over the 
next three years. But it could 
gain assent to essentially flat 
wages through to 1996. 

To lock the unions into such 
restraint the government will 
probably have to jettison part 


of its planned reform of the 
overtly rigid labour laws. But 
the prize will be the first for- 
ward-looking incomes policy in 
Spain since the early 1980s. 

In its new mood of realism, 
Spain's bond market is right to 
believe that the short end of 
the curve is the safest In any 
case, the Spanish yield curve is 
among the flattest in Europe, 
so the main reason not to buy 
the short end is that it could 
benefit less from a rally. 

But looking ahead there is 
good reason for optimism to 
return. The onset of recession 
has been such that the govern- 
ment could hare erred on the 
side of caution by suggesting a 
4 per cent inflation target next 
year, and the Bank of Spain, 
once satisfied that there is a 
wage calendar in place, will be 
in the mood for cutting rates. 

Tom Burns 


PUBLIC NOTICES 


UN SANCTIONS: IRAQ 

DEPARTMENT OF TRADE AND INDUSTRY 

NOTICE TO EXPORTERS 

REVOCATION OF CERTAIN UK EXPORT AND 

SUPPLY LICENCES ISSUED FOR IRAQ 

As from 00:01 od 28 September 1 993 all individual UK Export 
Licences for Iraq and individual “supply” licences i.c. licences for 
acts calculated to promote supply from a third country to Iraq (other 
Chan conwmn icat io ns/ne gotiniions licences) will no longer be valid. 

Companies or 'individuals currently bolding such Licences for Iraq 
who require replacement licences should contact: Department of 
Trade and Industry. Sanctions Unit, 66-74 Victoria Street, London 
SW IE 6SW. Telephone: 071 215 8102 or W»4 or 8476. Fax: 071 
215 8386 

Exporters who lave exported from the UK. goods destined for Iraq 
prior to 28 September which are still going to be in transit to Iraq on 
28 September should contact the Department's Sanctions Unit 
above as soon as possible, 

Exporters who wish to export goods to- Iraq, or to arrange for the 
supply of goods to Iraq, on or after 28 
September, should apply for a new licence 
as soon as possible. 

Individual letters will be seat to persons to 
whom relevant licences have been issued. 


dti 


CONTRACTS & TENDERS 


EDICTAL 

THE BRAZILIAN AIR-MINISTRY 
THROUGH ITS OFFICIAL OFFICE (N EUROPE 
THE BRAZILIAN AERONAUTICAL COMMISSION IN EUROPE 
BACE 

1. INVITES applications fiom suitably qualified companies to pro-quatify and tender 
far the rendering of services of FREIGHT FORWARDER In England, France and Italy. 

2. The DOCUMENTS of the INVITATION FOR TENDER may be obtained from 
BACE, at 16 Great James Street, London WON 3DP, Tel. 071-405 5062, aa of 
14,-OOpm of 23rd Sep te mber, 1993, far a noa-refandaMe be of £503)0 

3. The TENDER DOCUMENTS are to be submitted lo the PROCUREMENT 
COMMISSION, at BACE, at the address stated In Item 2, lu sealed envelopes by 
ISiOOpm. London time, of 25th October 1993. 

4. The International Invitation far Tender and the awards resulting therefrom will be 
governed by the Brazfliu Law No. 8£66 of 21 .06.93. 

5. The envelopes containing the PROPOSALS shall be opened at 15:00pm of 8th 
November 1993 and ofririaHznrioB of the winner will occur at 15. -OOpm. of I2tb 
November 1993, at tbe offices of BACE. 

6. Tbe CONTRACT will be signed on (be 29th November 1993, at tbe bead-offioe of 
BACE. 

For further clarification please contact the PROCUREMENT COMMISSION, at 
BACE, at the address stated fa item 2. 

London, 20th Septe m ber 1993 
a) Waladr Chtriegate, Col 
Head of BACE 


APPOINTMENTS 


Middle Eastern Capital Markets Executive 

77m primary purpose of this senior position wftfi a leading international 
investment group will be to structure and execute transactions and 
generate tee income for tfddte Eastern clients. The incumbent wBI be 
expected to develop and maintain relationships with Middle Eastern 
institutions active in fixed Income financing and to develop marketing 
and execution strategy tar specific capital markets producta/ewvices. 
Applicants, aged 36-40, educated to PhD. level, fluent in Arabic and a 
European language In addition to English, with proven client relationship 
skills, established client base, extensive product knowledge and 
technical expertise arid a substantial number of years' relevant 
experience should write, In strictest confidence, enclosing fuff qv, to Box 
SI 675, Financial Times, One Southwark Bridge, London SE1 9HL 


DOING BUSINESS 
IN RUSSIA? 

Save time, effort and money at the start 

All foreign companies wishing to conduct 
business in Russia need to register there. In 
Moscow, registration is handled by the Moscow 
Registration Chamber. Fortunately, this process 
-can be relatively quick and easy, thanks to 
Financial Izvestia which is now offering the 
Moscow Registration Chamber’s own Guide to 
Registering Companies in Moscow. Written in 
English and in collaboration with the 
international law firm, Sal arts Hertzfeld & 
Heilbronn, this invaluable Guide 

■ Enables you to select tbe most suitable legal 
structure for an enterprise 

■ Supplies checklists so you avoid common 
mistakes when registering 

■ Provides sample registration forms and letters 
to obtain the relevant authorisations 

■ Lists addresses and contact details of key 
agencies in Moscow 

Much of this information is simply unavailable 
elsewhere and will be of real practical everyday 
use to anyone intending to do business in Russia, 
as well as legal, financial, accounting and other 
advisors. 

The Guide to Registering Companies in Moscow 
is available exclusively from Financial Izvestia — 
to order your copy, see below. 


FINANCIAL IZVESTIA 


Financial Izvestia is a weekly business newspaper, 
produced by tbe Financial Times in partnership with 
Izvestia, Russia's leading quality daily. 

PMtfahed torFhmdal live** by ft ButeH EmcrptiM lid. Repnefed Office 
Nubar Oh Sonliwadc Bftdgejxuloa SE1 9HL. RagMerad la England No. 9S0896. 


REGISTERING COMPANIES IN MOSCOW 


Hew return lo (nmll order only); 

FT CuHixott Services, PO Box 6 
Camborne Tit 14 9EQ, UK 
Saba raqulrica +44 (0) 2*9 71 1928 
Editorial and Mnrkelln* enquIHc* +44 (0) 71 814 9770 


Tfel: +44 (0) 209 612493 
Hdc +44 (0)209 612811 


NAME 


TITLE 


COMPANY 


ADDRESS 


POSTCODE 


COUNTRY 


<Mc Ox o»tr 

me 

Sr 

UK Mar 

OmcahlK 

RCM93 

tUgjmaiagCoazpmaia in Moscow 
ISBN 1 853340697 


{80 

WU5SLH 


PAYMENT Please note Out payment nu accompany Oder. Pria mdoda p ft p. 
Pfeur tic* or rtqukti 

Q I endose nay cheque id the valoe of £/USJ _ 

□ 


drawn on ■ 


Plena debit my credit cud f~] 
Card Number ^ 


and mode payaUe is FT Breams Information, 

□ BE □ 


i i i i i i i i i i i i i i i n 


CARO EXPIRY DATE 


SIGNATURE 


DATE 


r—f «miw in EC iiwto MH frmriHd i n tthe I IK) m mfl4y VAT LtenUMng 
number (TVA/HTW/MOMS/MW^T/IVA/TPAJ; 

I I I T l~T TTTTI I TH I 


Pkaac dwa H/t 4r4cfcnji 
jlTV lafomwaac 


Idqufma&L . , 

FT prafacaanJ may he ucif brother Id 


loncdtewir^taiwimefceoeWiOBaidwitai 

jew paMdaWf bcMdbyai md maybe aied totaepjoa taUtnadof 


Intyttn 

rmIHsf E 


ABN-Amro 
to centre 
equities 
in London 


By Norma Cohen, 

Investments Correspondent 

ABN-AMRO, the 

Netherlands-based bank. Is 
reorganising its worldwide 
investment banking activities 
along product lines, and plans 
to centre its international 
equities operations in London. 

In abandoning the geograph- 
ical or ganisation It has main- 
tained until now, ABN-Amro 
is joining a growing trend 
among investment banks of 
recognising the increasingly 
cross-border nature of both 
investment management and 
securities trading. 

The bank said that it 
believed the reorganisation 
would substantially enhance 
the international competitive 
position of its equity 
businesses. 

Mr Nick Whitney, chief exec- 
utive of ABN-Amro's UK 
stockbroking subsidiary, 
Hoare Govett, will become 
responsible for the global 
equity network. 

Mr Whitney said the bank 
had concluded that geographic 
organisation has significant 
drawbacks for a firm with 
extensive International 
operations. 

“Among other things, yon 
may find yourselves emphasis- 
ing one product to the detri- 
ment of others within a 
region," he said. 


US MONEY AND CREDIT 


Infla tion genie refuses 

to stay in its bottle 


THE inflation genie refuses to 
stay in its bottle. The US bond 
market's remarkable seven- 
week rally went Into reverse 
last week as a fresh round of 
inflation worries bit traders. 

The benchmark 30-year 
issue, which had dropped from 
a yield of 6.7 per cent in late 
July to 5JJ7 at the end of the 
week before last, backed up 
a gain an d closed on Friday 
night at 6-04 per cent The 
10-year note yielded 5-37 per 
cent, up from 5.28 per cent 

The initial cause was statis- 
tics released on Tuesday show- 
ing a larger than expected rise 
in the consumer price ind ex , 
which rose 0.3 per cent in 
August compared to analysts' 
expectations of around 0.1 per 
cent 

That was followed on Thurs- 
day by stronger than expected 
weekly money supply figures, 
showing M2 rising by a sharp 
$12.7bn In the week of Septem- 
ber 6, putting the M2 growth 
rate up L2 per cent compared 
to the fourth quarter of last 
year. This was just inside tbe 
Federal Reserve’s target range 
of between 1 per cent and 5 per 
cent, and pushed the closing 
yield on the long bond above 
the psychologically significant 
6 per cent barrier for tbe first 
time since September 2. 

The anxiety was com- 
pounded by remarks during 
the week by Mr David Mullins, 
vice-chairman of the Fed, and 


separately by a group of US 

monetarist economists, about 

the dangers of a “bubble of 
rising share and bond 
similar to that which destabil- 
ised Japan in the late 1980s. 

The monetarists, who belong 
to the shadow open market 
committee, a group which chal- 
lenges conventional wisdom on 
monetary policy, said the Fed 
was pursuing an irresponsibly 
expansive monetary policy and 
the economy was awash with 
liquidity. 

Most of this liquidity had 
found its way into financial 
pigrirpjs and this, rather th an 
confidence in low inflation, 
accounted for the sharp foil iu 
long bond yields. 

This assessment runs 
counter to the views of most 
economists, who argue that the 
US’s sluggish growth rate is in 
danger of even greater weak- 
ness as the federal govern- 
ment’s new taxes take effect 
Some argue the Fed should be 
considering more cuts in short 
term interest rates. 

That, however, seems 
unlikely in the light of an 
interview Mr Mullins gave to 
the Hew York Times last week. 
Referring to concerns about a 
bubble, he declared: “That’s 
one reason to be wary of being 
more accommodative.’' 

The Fed's policy-making 
open market committee is due 
to meet on Tuesday and is gen- 
erally expected to leave mone- 


tary policy unchanged, fl* 
economy is still expanding, 
albeit at a sluggish 25 percent: 
to 3 per cent a year, aid 
despite the market’s reaction, 
the August consumer price 
index was not too a wfuL . 

The index was distorteiL by 
sharp rise in clothing prices 
and leaves consumer inflation 
running at an annual rate af 
only 23 per cent, compared 
with 3 per cent last year. . > - 

As for the "bubble'’ theory, . 
many economists point but 
that the relationship between 
the growth of the monetary 
base and nominal income has 
been weak in the past, and fiat 
a yield of 6 per cent is mg 
surprising, given the level of 
inflation. 

Still, the shadow market 
committee has at least refo- • 
cused the market's attention 
on the foot that the Fed wffi- 
ti ghten monetary policy sooner 
or later, assuming the recovery 
holds. - : - 

In any event, the bond mar- 
feet had been heading for a cor- ; 
rection after its sharp summer 
rise, and it has now got one. ■. 
Whether the market can 
resume its advance will depend, 
partly on the next round of 
economic statistics. But it will 
also depend on any further pol- 
icy messages which may leak 
from the Fed over the next tew 
weeks. 

Martin Dickson 
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INTERNATIONAL CAPITAL MARKETS 


INTERNATIONAL BONDS 


Electronic bridge clears way for quicker settlement 
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THE new electronic bridge set up 
last weekend by the world's two 
largest securities clearing houses is 
expected to save millions of dollars 
In transaction costs as well as 
improving processing speed and 
market liquidity. 

In response to the sharp rise in 
cross-border trading over recent 
years. Cedel, the Luxembourg-based 
settlement firm owned by an inter- 
national consortium of 104 banks, 
and Brussels-based Eurodear 
i, which is owned by U9 financial 
* institutions and operated by Mor- 
gan Guaranty Trust Co, signed an 
agreement in March 1992 to upgrade 
the bridge agreement which has 
existed between them since 1980. 

The new bridge Is aimed at offer- 
ing customers “greater efficiency 
and liquidity, better ragh manage- 
ment facilities and Improved report- 
ing,” said Mr AndrC Lussi, Cedel’s 
chief executive. 

Previ ously, transactions between 
customers of both houses were com- 
plicated by the fact that Cedel 
cleared trades during the day while 
Eurodear operated overnight, caus- 
ing a time lag between delivery of 
securities and payment for them. 

This meant that users of both 
systems were losing a day’s worth 


of value and liquidity, and that they 
had to bear the burden of covering 
positions exposed by the time lag 

With its move to multiple over- 
night processing, Cedel’s clients can 
settle back-to-back trades with 
Eurodear participants for same-day 
value. Clearing information is 
exchanged twice a night, so that the 
clearing houses can report their set- 
tlements to the banks by the follow- 
ing morning. There are plans to add 
a third file exchange per night in 
about a year. 

Cedel stands to gain most from 
the new bridge agreement. Until 
now, the firm has been compensa- 
ting its clients for the losses caused 
by the settlement delay. The sub- 
sidy cost Cedel some $85m in 1992 
alone, said Mr Lussi. 

Moreover. Cedel claims it ban 
gained a competitive edge as it will 
now be processing trades around 
the clock. However, both, houses are 
likely to move to 24-hour settlement 
processing eventually. 

“There is no question [the bridge] 
m akes Cedel much more competi- 
tive," said Mr John Olds, Euro- 
dear’s chief executive. The reason 
Euroclear went along with the inno- 
vation was that “the market wanted 
this issue resolved and wants to be 
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able to choose between two viable 
competitors," he said. 

Observers now hope Cedel's 
savings will primarily benefit Its 
customers. "Hopefully most of the 
savings will be passed on to the 
banks." said Mr John Langton, chief 
executive of the International Secu- 
rities Market Association. 

Competition between the two 
houses is set to sharpen as a result 
of the new bridge. “It will be inter- 
esting to see whether Cedel can 
claw back some market share” now 
that they are operating on a level 


playing field with Eurodear, said 
Mr John Dowse tt, a partner with 
Luthy, Bailtie, Dowsett, Pethick. 
Until now, Euroclear has held the 
lion's share of securities turnover. 

Mr Olds of Eurodear said he 
would not be surprised If Cedel did 
gain market share, though he was 
quick to add "we have no Intention 
of giving tiipm our business.” 

At the end of the day, however, 
the real winner will be the market, 
observers agree. "I am delighted to 
see a new delivery-versus-payment 
system in place," said Mr John 
Langton of ISMA. “It will be a bene- 
fit to the market as a whole." 

The bridge comes as ISMA mem- 
bers consider formally changing the 
Euromarket’s existing settlement 
period from trade date plus seven 
working days to trade date plus two 
to three working days. 

"I think ifs absolutely essential 
that before the two to three-day 
period is agreed the bridge is in 
place," said ISMA’s Mr langton. 

Technically, one to two day settle- 
ment has been feasible for some 
time, but Its formal implementation 
may be facilitated by the bridge, 
observers say. 

A reduction In the "open” period 
between transaction and settlement 


Is seen as reducing the level of 
counterparty and market risks. 
Moreover, with shorter settlement, 
hanks need to hold less capital in 
order to meet regulatory require- 
ments. 

Both clearing houses emphasise 
the flexible nature of the new 
bridge arrangement, the so-called 
"evolving bridge”. Contrary to the 
former bridge agreement, which 
covered only the most basic areas of 
mutual Interest, the new bridge is 
designed to to adapt to chan gi ng 
customer requirements and techno- 
logical and the two houses 

plan regular contact to discuss 
these issues as they arise. 

“We are competitors, hut we have 
excellent co-operation, and that's 
good for the market.” Mr Lussi said. 

Market participants now hope 
this bridge will lead to similar 
developments among other clearing 
houses. 

"The market has been very much 
focused on the relationship between 
the two competing clearing 
systems, but what we’re doing will 
probably be repeated in many mar- 
kets," said Mr Olds. 

Conner Middebnann 
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RISK AND REWARD 


Secondary market 
investors turn to 
eastern Europe 



As the secondary 
market in Latin 
American commer- 
cial bank debt has 
matured and 
become more expen- 
sive, successful 
investors in that 
market have turned 
to eastern Europe. 

"The LDC debt market relies on 
the Improvement in economic man- 
agement,” said Mr Mark Evans of 
ING Bank, “and that process Is 
clearly under way in eastern 
Europe." 

Trading volume in eastern Euro- 
pean debt has surged this year as 
the market rallied. Poland's com- 
mercial bank debt has been actively 
traded for a number of years, but 
Russia and Bulgaria both defaulted 
on their debt more recently. 

Continental Bank estimates that 
trading volume in Russian debt will 
have grown from around S800m in 
1992 to between $3bn and $4bn in 
1993, while annual volume In Polish 
debt is around $l8bn. 

The scope of the market’s inves- 
tor base is also growing rapidly. 
“The market has broadened from 
hedge funds and specialist LDC bou- 
tiques to portfolio managers, and, 
particularly in the last six months, 
to investors in North and Central 
America,” said Mr Igor Sitnin of 
Continental Bank. 

Low interest rates may spell good 
news for most companies, but they 
leave investors starved of high-yield 
investments, hi the quest for yield, 
they have extended the maturity of 
their bond holdings, bought “junk" 
bonds and ventured into the emerg- 
ing bond markets. The eastern 
European secondary debt market 
“offers the next big opportunity,” 
riaim* one bank s alesman - but it 
is also a highly volatile market 

Even Polish debt, the most 
mature market, has ranged between 
a low of 2A l A cents in the dollar and 
a high of 39 cents. (When Bulgaria 
defaulted on Its bank debt in 1990, 
the price of the debt fell from 95 
cents to 5 cents in under a year.) 

But the magnet for investors is 
that potentially there are large 
gains to be made, if the experience 
in the Latin American debt market 
is to be repeated. 

Investors who bought Russian 
Vnesheconombank debt at the turn 
of the year for 15Vx cents in the 


dollar have seen their investment 
more than double to 36% cents. 

Mr Paul Luke, head of developing 
country research at Morgan Gren- 
fell, points out that Russian bonds, 
which were never in default, have 
performed particularly well. 

He argues that Russian bonds are 
not likely to be rescheduled. 
“Looking forward, it would take an 
extraordinarily severe foreign 
exchange crisis or complete politi- 
cal melt-down to oblige Russia to 
cease paying on its bonds." 

But the outlook for further strong 
performance in eastern European 
debt is also viewed as positive. 

"Russia is talking to the London 
club and has promised SSOOm in 
payments this autumn," said Mr 
Sitnin. "If that payment goes ahead, 
there is room for sig nifican t price 
Improvement" 

Bulgaria is also talking to its 
banks while Poland is expected to 
go ahead with a Brady-style debt 
agreement. 

Traders say the market will be 
vulnerable not only to the progress 
of debt negotiations, but also to the 
performance of the Treasury bond 
market. Low interest rates also 
make it easier for countries to pay 
their Interest. Veterans of the Latin 
American debt market are ready to 
ride any potential storms. 

• The notional principal value of 
foreign currency and interest rate 
swaps outstanding at the end of 
1992 reached $4,600bn, an increase 
of 19 per cent over year-end 1991. 
according to a market survey con- 
ducted by Arthur Andersen for the 
International Swaps and Deriva- 
tives Association. 

The increase in swap activity 
came mainly from trade in non-US 
debt instruments. Capital at risk in 
a swap is the cash flows it gener- 
ates. usually two to four per cent of 
its notional value. 

In the second half of 1992, new 
Interest rate swaps contracts 
increased by 14 per cent over the 
first half, to a notional value of 
$l,500bn. Foreign exchange swap 
volume declined by 6 per cent from 
the first half, to £l46bn. 

ISDA said a decline in short-term 
interest rates In the US appears to 
have reduced the demand for inter- 
est rate swaps among corporate 
end-users. 

Tracy Corrigan 



PATHWAYS TO PARTNERSHIP. 


■ Every new venture begins with an idea - and internationality, expertise and experience, 
with a risk. Whether that involves international DG BANK volunteers an operating principle 
trade, equity investment, corporate borrowing that makes every customer a partner in a 


or liquidity management, your 


new associate represents an 


unknown quantity. So diverging 


interests, and the incalculable 


THE WIR PRINZiP 


singular way. ■ We call it 


the “WIR PRINZIP", to which 


DG BANK and its staff are 


wholeheartedly committed. The 


human element inherent In every business WIR PRINZIP is rooted in the classic tradition 

relationship, present possible impediments of the cooperative system linking equal busi- 

to cooperation based on mutual trust. ■ ness partners. And it has a great future ahead 

The necessary rapport is achieved only of It. Because it exemplifies the central idea of 

through analysis of each party's natural partnership: that mutual cooperation leads to 

self-interest within a balanced concept. mutual success. As a customer you participate 

Because both partners want to profit, both in this way of doing business not only through 

want security. In an increasingly complex the customer-driven service quality of 

business environment, your bank's counsel- DG BANK; you will also find the same partner- 

ling skills are a vital aid for custom-tailored focused philosophy where it has always been 

concepts of this nature, in addition to at home -in every Volksbank and Raiffeisenbank. 

Headoffice: DG BANK, Am Piatz der Republik, D-60325 Frankfurt am Main. Offices in: Amsterdam, Atlanta, 
Hong Kong, London, Luxembourg, Madrid, Milan, Moscow, New York, Paris, Rio de Janeiro, Tokyo, Zurich. 
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IS THIS YOUR OWN COPY 
OF THE FINANCIAL TIMES ? 


Or do you rely on seeing someone else’s? Every day the FT reports on the topics 
that matter to people doing business every day, in and from Europe. 

We cover the latest European. U.S. and international news, and analyse the impli- 
cations from a European perspective. In fact you'll find far more than finance in the FT. 

No surprise then, that the Financial Times is read by over four times as many 
senior European businessmen and women as any other international newspaper* 

Make sure you're one of them by getting your own copy of the newspaper 
delivered daily to your office. ebrs 1991 
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27 18% TWawalBf 
35% 24% many 
54% 49% TtaM«he.75 
43% 28% TbmttMt 
35 29% TlmsUIrr 
34% 36bTm*cn 
4% aTrcn&D 
13% 10% Titan PI 
6 4% TeadSnp 


25 17% SeratceCm 040 1.6 20 2301 2d? 24% 24? 4 

25% 17% Scntwalf 008 3.6 13 257 24% 23% 74% 

48% 28% Sham UK 0.36 08 33 817 47% 46% 47% 

29% l7%Shsmmrt» 040 18131 4446 24% :-4% 24% 
14% lObShebrm 02a z.2 31 9 13 12% «% 

82 40StWfiTrST 288 48 18 362 60% 60^ £01- 

, .35% 20%Slwwn« 050 18 19 3212 34% 33% 34% 

*3% 16% Shoneva isisi9 21% 20% 71% 

24% 15%StaM0lt 


22% 20% Sum PSc 
14% B% agiwcp 


050 18 19 3212 34% 33% 34% 
IS 1819 21% 20% 71% 
OIO 08 19 65GZ 21% 19^> 20% 
1.12 58 20 1252 27% 20? 21% 
2 107 9% B% 9% 


14 G% ToMielm Co 
7t 25% 1uWE2.B1 
16% 0% TM Bras 
93% 64% luoCOfl n 
64% 49% TOfOtBHFk 
237, 16% Tara Cap 
25% iB% ToscaCara 
31 14% roasni t 
42% 32%T073RUE 
3 1 % Trammel Cr 
26% 24% Tnmunihc 
61 % 45% iraDsuner 
Gib 49 TransaSan 
17% 13 Tranaco B* 

13% 6% Tronscra R 


33% 71% signet am. 080 28 12 1099 31? 


41 23%S4kanfir 
tab State 

10% 7 Staler 

23 16% Skyline 

4% 3 SUMS 


7% 3% SmBftCoro 020 40 16 793 


32 1465 30% 38% 38% 
T.G4 78 22 tt tl% 13% 13% 
018 1 6 77 B1 10% 10 10% 
040 Z8 16 423 17% 16% 17% 
008 1 7 35 7 3b 3b 3b 


228 683 9% 


38% 28%Sn0WOdim 0 95 81 15 77 31% 30% 31% 
34% 25% SmnnKB Eq 095 3 4 2007 27% 27% 27% 

37% 22% SmMiaFd 0.52 28 73 344 24 23% 21% 

37% 20% SmodwJ 046 28 18 109 22% 22% 22% 

44% 30% SraaOnTto ljja 17 25 1911 41% 40% 40>2 

23 10 Snyder W 02* 1 2 25 999 16% 10% 19% 

50% 33%Sdectnn 30 683 49 47% 40% 

I ASoBmmO 0 11 fl % % 


^ oi ia iz izaicfl'a 

38 2033 2G% 20% 
0.00 0.8 D 23 7% 7 

IB 120 4% 4% 

1 40 ftl; 6% 

320 50 15 9431 64% 04% 
325 61 29 53 52% 

020 0 0227 270 25 24% 

0.72 0 9 22 4085 76% 75% 
aoQ 2 1 24 1100 19 ig 

308 84 15 8210 48 47% 

1.10110 12 10 d9? 

110 232 8 08 4 % 4% 

1 24 Z? 14 2420 57% 56% 

46 1100 4% 4% 

080 22 38 13% 13% 

087 38 307 u23% 22% 

012 02 24 GOO 82% 61% 
005 30 7 135 23% 22% 
224 38 10 1023 84% 03? 
040 3.1 41 4 12? 12% 

160 65 11 78 28 27b 

0 40 2 0 33 583 19% 1B% 
028 1.0 19 308 28% 27? 
4J8 B4 3204 53% 52% 
032 06 37IK30 41% <0% 
108 3 6 78 3671 3U 28% 
1.00 31715 776 32% 32 

2 61 2b 2b 

100 0 3 12 10% 10% 

4 33 4? at % 

058 4 2 2 1 45 13% 13% 
2.81 108 2 28b 26% 

It 560 11% 11% 
0.18 06 » 35 07 80% 

112 10 IB 2054 59b 58% 
048 20 22 171 26b 23% 
0 GO 2.4 721140 24? 24% 
014 05 46 16 29% 29% 

2213341 34% 34% 
016 8.0 0 90 2% 2 


58% 40% VF Cap 
20 Merabi 
9% 7?VWen*BM 
6b 3% van he 
?! 19 % van Onm 
Ob 7% vraKno Mx 
I0b 8VMUP«l*>r< 
12 % H% 1 «MncMli 
8b 4% Varco HI 
54 38VBrbn*aa 
27% 19% Wrty 1 2 
39% 25 Verity Cp 
15% labVeaur 
75 85% Vrt4P5.CC 
37% 25b Vblmylnl 
24% 1SJ vwa Res 
35 21% Wan he 
89% 54b1MBkine 
12 Ora Mtuftaer 
28% 10%MiCgs 
4ib ?4% vuraa 
seia 40%vacanau 


1.20 27 10 2849 
044 17 913 

0.50 5.7 0 82 
020 3.9 8 122 

000 Z0 47 307 

0.9911.8 IBB 
1JQ 118 159 
OB4 0.7 103 

750 308 
040 00 21 97 

1 30 50 737 

37 1M4 
110 7.4 1 37 

5.00 BJ ISO 
18 211 
12 94 
IB 66 
13* 1.7 23 7925 
161373 
8 558 
1-23 11571 500 
7J8 26 20 JOB 


«% 43% 
5% 5 

-SI 

10% 10% 
12% 12b 
7% 7% 

49% 49% 

20b ie? 

38% 37% 

i?! a 

77% 77% 

36% 35% 
23 22% 
31% 31% 
77% 70b 
10b 10 

10% 010% 
«t| 40 

48 46% 


30% 17% wuss*a« 

36% 32»jWlHl*8" ISO 
i8% n%nhuimc 
•0% X!% Mamma 106 
18% 11% uachwrw 036 
6% 3%WancD 
44%J0%lMbW 


29% 23 WakaceCS 058 


34 23% HWUM ai3 
11% 5% WameMno 0JJ4 
78% 59% WWnertpnra Z28 
26% 1B% WCnetw 1.40 
45% 37WaahaiG6L Z10 
28 21% WungWal 100 
244 272ttB»Bd>sA 4.20 
23% 12 MotHmJn 0 48 

5% Z ttaxman <M a08 


S 1% Weai he 

izwaBbtoeq om 
45*4 3fib tMngartan 116 
10 3% BWrlon St aB4 
29% 24 Weta IBB 0.72 


20 570 26% 28 26% *J, 

53 16 ISO 365 35b 35% 

11 392 14$ 14% 14% -% 

12 20 1721 34% 3* 34 -% 

20122 9 12% 12% 12% *% 

14 349 4% * 4% 

IJ SO 3148 39% 305 M% -% 
2.3 n 968 25$ 25% 25% r% 
05 251 WOO 24% 023% 235 *% 
OB 16 217 5b fi 6b *b 
34 14 5325 B6$ 66% 65b -b 
8 4 25 464 22% 22 22 

50 15 131 43% 43% 43% -% 
46 11 B7 23% 23b 23b -% 
2.0 19 74 216% 214 215% 

11 26 172 22% 22% 22% 

12 5 75 2b 2% 2b 


I HM&FarpO ZOO 


i&% 12% Manor) H 024 
25% 19$ Meat Co 044 
501; fi®$ WafflW 
17% 12% HMatalE 060 
18$ 5% WeflnNAn 
9% 3% IM Mg 
45 24 WbAiGU 0.20 

17% 10% Wasoiliao 0)6 
37% 30% wiki Res 1.94 
77% 13 WMW0W 3 0 40 


016 10 0 90 2% Z 
1.92 7 3 11 29 26% 28% 
200 3 3 13 2422 80% 59% 
028 0 5 16 6 7 59% 58% 


36% 33% SauDnfCr 1.70 SO 14 549 351 
37% 18% SBUDiWAM a04 0 1 36 1933 33* 


23 10 Snyder (B 024 1 2 25 999 10% 19% 19I4 

50% 33% SOeCtTh 30 683 49 47 % 46% 

7 ASoammO 0 13 fl % % 

35%2i%Saiahc 116 &i 10 4585 32% 32% 32% 
45 32 Sony ADR 041 10 03 173 42 41% 41% 

14% 10% Sovamn 024 ZO 06 1BI 12% 11% 12 

49% 44% Sara Cap 100 78 n 46% 48% 46% 
42% 35% SonMarM ISO 59 4n4Z% 41% 42% 

27% 21% SBUeramd 144 58 18 39 24% 24% 24% 

.•SJ% 9%SautM0M1 080 15 10 748 20% 20 20 

'd»b 19% SJhttflCp 068 12 9 307 21 2fl7 fl 21 

%8% 37 Sadnn Co 128 54 M 9188 46 45% 46 

34$ 32% SaflMK 7.81 40 14 SB 34 33% 33% 

36% 33% SraiJxiWJ 1.70 50 14 549 35b 35% 35*2 

37% 18% SeuBiWAM 004 01 36 1933 33% 33 33b 

18b 13% Sau01H6ea 078 4.7 25 23S 17 16% 16% 

21% ISSaottiWEngy 014 IZ 19 1254 20b 19b 20% 

33b 30 SouBmpPSir 120 6 9 13 656 31% 31b 31% 

11b 7% Spam Fin) 0.18 10 169 10b 10% 10% 

6% 5 Swnon & 7 73 6b 6% 6% 

49 33b SpUrps 120 33 14 523 38% 35% 36% 

37% 25b Sprint 100 20 23121® 38% 35% 35% 

32% 13 SU COnun 060 4.0 25 3 14% 14% 14% 

24% 13% SU Motor 0® 10 18 68 22% 21% 21% 

10% 6% SandPacUl 012 10 88 365 8 7% 8 

38% £5% SU Prod 064 10 14 670 31% 31 31% 

23b lift? Sonde* 048 13 14 IS 21% 20% 21% 

34% 28$ Stontom 100 3 7 16 1962 27% d2G% 27 

47% J7$ SterrleyVHi 106 3 3 18 923 41% 41% 47% 

26%22%Sranui 068 16 19 44 24 23% 24 

12% 11%SanMu0 092 7.7 IB tz lira 117, 


11$ 8% Transtech 
36% U%Tmekn 
16 12% Tredegar 
37% 34% TrContZS 
56$ 46 Trturw 

2Gb 24% Tricon 
38% 24% TrhBv 
31% 21 Tntma 
43$ 28% Triton En 
4% 1% Tucson 0 
10b 8 Title Grp 


10b SbTiAStito 
34 25%T«9iC«M 
21% 16$ Trio Dte 
46% 37% Tyco Unur 
14 10b Tyco Tow* 
5% 4% Tyler 


0 60 36 161181 167, 16b 

3 21 u1 3% 12$ 

024 21 II 20 11b 11% 

160 4.4 6 5761 38% 35*4 

004 1.9 0 34 12 127, 

250 07 74 u37% 36b 

096 1.8 22 2068 52% 51% 

078 XI 374 25 24% 

088 1.8 20 1029 u38% 38 

068 Z4191 TOO 28% 28 

010 03 B 30G1 30 28% 

11 761 3% 3% 

020 ZJ 12 123 8$ 8% 

004 04 as 9% 9% 

054 XI 14 1<7 31% 31 

0 70 18 20 15 19% 19% 

0.40 OB 28 2140 42% 42% 

0 10 08 54 824 13 12$ 

39 45 4% 04% 


46 11 B7 23% 23b 23b -% 

10 19 74 210% 214 2155 *% 

11 26 172 22% 22% 22% 

12 5 75 2b 2% 2b 

0 7 1% 1% 1% 

7 6 12 625 12% 12b 12% 

5 0 33 162 43% 42% 43% 

100 2 31 6% 6 E% +% 

26 10 34 27% 27b 27% 

1 6 15 772 10% 10b 10% 

1.1 10 1564 19% 18$ 18% -% 

1.7 22 2664110% 118$ 719% -b 

16 112931 15 14% 15 -% 

18 19 6u2S% 25 25% 

5 19 4B% 49 1 2 49% «% 

40 11 83 10% 16b 16% 

21 405 16b 15$ 16b 

6 353 4% 4% 4% *% 

05 26 1® 40 39% 40 4% 

I.! 81 12 13% 13 13 -% 


11% 5%HMnrCogl 0® 
72b 0%VVslnW33to 
14% 9% ntoMc 041 
38 ®% nettveep 1.10 
46b 36% tHeyertrauua 100 
23b I5b WMbfirfr 008 
M43%wunpai0 1.22 
18 15% WhWiaB 
151; 12% WMnun 0® 
10 11% WNttaker 


50 13 689 Mb 36<4 35% 
2JB 17 £370 14% !3% 13% 


32% 25% Wear he 
7b 4% wtocavAG 


0ib35%v*Bm 
7lj 600 WIstilrB 0.05 
9% 5% WUndmcra 
7B% 52% MmOMe 1.44 
9% S% wiraiabaaa 
29% 24% WbcEneray 1® 
36b 30% WtacPubSn 176 
62% 46 WtoaCora 100 
40% 29% HMXTedl 100 
26<4 13% WMierhe 018 
32% 24 Waotnarm 1.16 

is%n%wauwMe 004 
B$ 2% HferldEarp 
44% 29b vwptar 0.40 

S 14 Wyle Urbor 028 
ZSHynnsM 0.66 


33b 30SauiMniPSe 
11b 7% Spam Fund 
8% SSomnoQB 
49 ja'zSpnnp 


37% 25b Spirit 
327, 13SUC0I 


30% 25% SW Prod 
23b 1lA;5mieii 
34% 28% Stontama 
47% 37% StBrrieyWk 
26% 22% Starred 
12% 11% Sen GUI 


12% lt%SsuMM 092 7,7 18 12 117, 117, 

3% tab SUPedBk 055 1.9 9 138 3% 29b 29% 
9% 67® Startgficrp 020 17 17 14 7% 7% 7% 

5 3% StartgCnem 008 12 80 1® 3% 3b 3% 

24% 17% SUdgSm IS 278 22% 21% 22% 

11% 7StMFta 010 1.0 S 37 10% 10% 10% 

28% 21% StonaUVeD 0.60 Zl 90 47 28% 20% 28% 


luenunv u.w 1 w «’4 

19b fib Sara Com 071 05 22288 8% 8% 8% 


13% 0% Storaoa Eg 004 02 14 78 13% 


as 


43 lSSnageTa CE 0490 27% 20% 27% 

41% 20% Strata 10 17® 24% 24 24% 

23% 12 7 b SWCtffie 004 26 112354 13012% 13 

30% 1914 Storm Rgar 1.® I* 17 IB 29% 2B% 29% 

555 3% SuweSMe 0® 8.0 2 10 3% 3% 3% 

117® 9%SuiftsA 1.10109 9 112 10% 10% 10% 
4$ 35ui DtsB 011 26 3 232 4% 4% 4% 


150% 110% 1ML Corp 
33% 21% UJ3 Fin 
10% 4% UBS 
52$ 45%usne4.i 
19% 9%U5GCtrp 
32% 24% UST he 
52% 4QUSX CnoPI 
8$ 4%UDCHms 
25% 21$UGICora 
4% 1% apnea 
7% 5%UMChc 
38% 21 Urdfl he 
33% 24% (MOrei 
73% seUnKew 

118b fttbunuMV 

49 dibiktonCanp 

20% iGumonCnt 

16 9$(MnOorp 
55 48LH3350 

68 60 b LhO4S0 
44b 35%(MHiBaa 
87 56$lMonPito 
aablHflltfM 
27% 17$ IHaaTaraa 
1% iunaonn 

13$ UrtSVECrp 


10 1209 144$ 142% ' 
20 1067 28% 28% 


*% 1% Ural Cup 
47% 29%UUAaet 
15% 12 umOomRqr 
14% BUUDamM 
68 401Mmra 
45% 41 mMUnn 

10% 4U&Mu3 
31% 20% uettnuom 
12% 0$ UBKgamfod 
[£ ilUMPantCM 
24% 12$ USA* 

19% 11% US766 
19% 116 Home 
43$ J5% USLFECrp 


■ej J JUIU&O Ull vO *7 *. J - 97 HHM 

8$ 7 Sun Energy 09211.7 ® 1 75 7$ 7$ 7$ 

41% 27% Suramerca 020 0 7 16 181 41% «$ 41% 

44% 35 Sumstrand 1® 30 13 703 40% *0 40% 

8$ 1% SutaHnnPf 1.191B0 ® 5% 6% 8% 

3% MiSutUftstln 2300 2b 2% 2% 

4&% <1% Sutoiust 112 Z6 12 3958 43 42% 42b 

^ 11% 9% Suw Food 034 13 14 40 10>] 10% 10% 

• 45% 10b Supertor 012 0.3 29 «2 44 43% 43b 


37$ 29i: Supervalu 008 26 14 3831 34% 34 34% 

28% 14$ Sura Can 016 10 19 815 17% 16% 18% 

19% 13% SWsa Helv a® OI 254 16% 17% 18 

15$ 11% SymMTec 11 397 12% 11$ 11$ 

11% 9S»msCora 12 8 9% 9b 9b 


064 22 20 1067 29% 28% 
31 4 5 5 

4.10 7.9 38 52 51% 

31 1® IB 17% 
0® 35 10 5865 27% 27% 
375 74 13 50% Mb 

1.88 318 4 5® 5% 5 

1 34 5 4 23 164 25 24% 

1 54 2?® 2% 

9 214 fib 6% 
058 24 IZ 2464 23% 22% 
03 08 1H 7 32% X 
2% 17 K 152 64b «*% 
2® 25 18 ®32 109 107% 1 
13 IB 49 1901 44 43% 

070 49 X 434 1 M 18% 

16 01 12b 12 

150 64 210 uS5 G6 

4.50 6.7 14 uffl 87 1 

X32 50 13 2515 43% 43 

1.60 26 IT 8601 81$ 60$ 1 
072 24 12 149 29% 29b : 
0® 08 X Bit 24b 23% : 

0 S £ a& 
277 2X8 9 7720 11% 11b 
23 X 3b 3% 
080 18 25 3« 48% 44% 


5.3 0 35 6% 

88 194 19$ 
12 8 572 13$ 
XI 24 1S84 35$ 
10 14 9329 «ab 
04 19 4215 16$ 
21 2D1S310 59% 
26 34 15 

10 18 27X 15 

9 21® 13% 
4.8 16 61 32% 
19 9 2743 5% 
25 12 3243 01 

07 16 18 6$ 

IB 146 Bb 
24 19 1891 00$ 
23 30 8% 


6 6 
19% 191® 


13% 13% 

i$ 34% ®% , 

lb 39% 40b - 
1$ 16% 18% - 
f% 58% 59% e-l 
15dl4>- 14% - 

IS 14% (5 -* 


a a a 


5% 5 5% 

01 60% 60b 
6$ 6% 0% 
Bb 8% 0% 
60$ 58$ 60% 
8 % »% ^e 


23 30 8% 8% 8% 

4.7 17 6® ®% 20% 29% 
4J 13 111 36 35% » 

13 28 523 fiOb 59$ ®% 
10 1817790 31 ®% 30% 

06211 602 25% 24% 25% 
4.7 13 8007 24$ 24b 24$ 
03 52 15% 15$ 15% 

1 21 3% 3$ 3% 

09 31 31® 44% 43% 43% 
15 13 347 18b 18% 18% 
22 13 40 ® 29% 29$ 


6 % -% 
60% +1% 
»?« -fe 


29% +% 

_.?6 ♦% 


- X - Y- 


68$ 70%Xana 
»b 51b Axu4.725 
Mb 31% Xm Cora 


28 19b VMM E0 
1% > &fUti 


1% %£4Bb 

10% SraTMUiBa: 
29% 19% ZenHi Nat 
8 6% Zttflt* he 

is% 12% ZaroOvp 
40% ao% aim mu 

13% 12%aM4BHnl 

10 % 9 $ZwMbT®X 


1® 42 27 

4.12 75 
048 15 19 
1.10 45 14 

14 

1 

1.® 16 16 
082109 
0.40 29 18 
0® 18 76 

1.12 85 
0® 95 


5244 71% 71% 
2 54b 5«% 
152 48 48% 

el 1 


257 7% 7b 
IB 13% 13% 


71% tbl 

£ , 

24% *% 

6?1 *.% 

27 b -% 


15 13% 13% 
478 32% 32 

106 13% 13 

507u10% 10% 


13 -% 
10% 


rra rao apM *r Tam 


0® 4 5 81 307 15% 15% 
0® 1.4 34 26 14% 14% 

0® OI ffl 1401 57% 57% 
260 58 15 98 u45$ 45% 
020 II 6 45 0% 6% 
0® I 0 13 294 r01% 31 

013 l.t 79 11b 11% 
12 500 H % 
072 09 13D70* 13b 912% 


12% 8% UUSChae 
79% ®b USSugd 
47% 37% US West 


11% 9 5ymsCara 12 8 9% 9b 9b 

20% l5SynowaFn 037 20 15 212 15% 16% 18% 

®% 15%Syrte*Qp 1.04 57 14 ®47 18% 18 18% 

®% 22% Sysco Cap 0® 15 ® 4782 28% 27$ 27$ 

12% 7% System Cn 8 285 10% 9$ 10% 


59% 43% utoTedma 
15$ 14% UUNator 
14$ 9% Unto ota 
37% 31% IMV Foarto 
18$ 14%Ur*rf*tl 


0® 10 13 294 031% 31 3U 

013 l.t 13 11b 11% 11? 

12 500 fi % i 

01Z 09 130704 13b 012% 12’ 

a® 1 1 65 5098 17$ 17% 17* 

28 432 25% 25 25® 

1® 28 12 6® 42% 42% 424 

032 32 19 278 10 9$ 1 

0® 1.4 14 4800 21% 21% 21} 

Z14 4.4 1624982 U4B% 46b 48» 

1® 111WM18 57b 56% 57* 

092 6.0 19 279 15% 013% IS*. 

25 58 13$ 13% 132 

088 15 16 687 35% 34% ®* 

105 10 3 52 83 14% 16 16* 


Vartr Worn mo bn ndact Va period Iron ion 1. ming hi tool naaig 
■toy . Ware 1 «■ a mck Mdn mcMhg to 20 pecan ■ noi hae Bate 
pud. hr ywr'e NglHrty «ra* end tftmd are iM*i tar lie mi uadi cafe 
Ikean mrun m. raw of ohkm n nu 0 emueaiKito bruen on 
ho kora dKOnain Saw ngwaa n rndcW 
B-OvIdM ton xtraf* Hand ore el dUMad pus *ck Attend. 
oWeAttg rWuerd ew-esaed Me yoriy kw e-A«kna MderM a pH 
h eahi 17 hum ptedard « Caattn wdi. HCpd k> m 
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cock h pnaedng 12 rate. dnM cadi »e*N ni a award a 

OHUntaBoa date mu yearly MpL mdng Wad M Wtouoci a 

ra c Aa uH p a bung NaganMd inW ha Badiakcy Act. a xaiM 
■wind Gy SUCH oai k ii W MHMhiiiad Anai Bauad ma w- 


iNU ykt-ytrid r-ok> ki td. 


AMEX COMPOSITE PRICES 


4 pm dose September 17 


Stock ot*. 


Acton Opr 
AdvMaspi 
AeExpr 0® 
Adeline 
Alpha hd 
Am ter Pa 052 
AmfrtotnA 004 
AmdaNCp 005 
ttnEkp 

Ampto-AniA 
ASR flics 0® 
Astrateeh 
Atm 

ABasCMB 
hxfitm A 


P/ 5b 
E 100 b Hlgfi 

0 6 5 

54 20 10$ 

13 98 21b 

2 10 1 % 

14 140 5$ 
12 B 42% 
54 81 16% 

211127 6*a 

1 049 1% 
53 138 9% 

0 498 1% 

25 20 3l 2 

6 *54 4b 

1 40 % 


Lew Close Chug 
*b 5 +% 

10H 10$ +% 
21 % 21 % ♦% 
1% 14 

fib 5b -% 


P/ Ste 
Dkr. E 100s 


BAH Ocean 
BadgerMb 
BaftfeenTA 
Barry RG 
OAT kid 
Beard® 
Bengal Br 
BhtaUai 
Bto-flatfA 
BtouitA 
Bator Ph 
Bonr Vaeoy 

Bomnsr 
Bnwne 
Brasan A 


1* 387 at 5% «% 

1 77 Zfi 2% 


5b 5b -% 
41% 42% 

16% 10% 

5% 6% +1% 
Ik 1 % ■% 
9% 9% ♦% 
1 % 1 % 

3% 3% 

^ ^ 

14% 14$ 


CftantoUn 

Chits 

CnWFdA 

Canmai 

Cangutrac 

Cored EW 

CrassATA 

CnrnnCA 

OnxmCB 

Cubic 

Customer 


24 04 

14 415 
001 187 

0® 9 6 

17 70 

B 27 
004275 189 
040 B 39 
040 11 72 

053149 2 

12 27 


Mgfa tow Close Ctmg 
16% 10% 18% 

5% 5% 5% -% 
4% 4% 4% +% 

11$ 11$ l'$ +% 

7% 1% 1% *1% 

6b Bb 6b . 
13$ 13% 13% 

14% 14% 14% 


P7 Ste 

Mr. E 100s Mgk tMOaeOeig 

034 2 55 J>2 3% 3b -,■& 


13b 13b 13b ■% 
21 21 31 -% 

2,1 zr« 2,1 


ftetm 024 18 2300 38% 36% 36% 

HeaHiCh G 5 3*4 3% 3% 

Heattnst 1 29 Zb *&. 2 x ra 

HdoaCp 0.15 M nn 10% 10% 10% 

muheven 9 1705 3% 3tf 3y% 
Hondum 82 360 4!J 4$ M 

HenanianA 29 80 73b >3% 13% 


n Sk 

Stock Ot*. E 100s 
NranscO&G 82 15 
MlflWn 1 18 
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GET YOUR FT BY HAND DELIVERY 

IN STOCKHOLM. 

If you work in the business centres of Malmo. Lund. Stockholm or Gothenburg we’ll deliver your daily 
eopv of the FT to your office ai nu extra cost. Call Bradley Johnson for details (08) 79 1 2345. 
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Mon da y Interview 

Poised 
for the 
home run 

Ted Turner, founder of Cable 
News Network, speaks to 

Raymond Snoddy 


J ane Fonda's husband is 
set to make his acting 
debut in a film which 
receives its premier next 
month. By any standards 
the scale of the film is 
enormous, with more than 

5,000 extras and a running time 
of four hours and pi ght min , 
utes. 

The film is Ge ttys berg, the 
story of the American civil 
war, where 150,000 fought and 

50,000 died. The man responsi- 
ble for it is Jane Fonda’s hus- 
band - Mr Ted Turner, founder 
of Cable News Network (CNN), 
the 24-hour satellite news ser- 
vice, owner of the Atlanta 
Braves baseball team and 
much more besides. 

“You have to watch closely. 
Tm only in the film for 30 sec- 
onds and then I get shot,” says 
Mr Turner, a southerner who 
naturally plays a Confederate 
colonel leading a charge on the 
Yankees. 

As a civil war buff - the 
entrance to the boardroom of 
Turner Broadcasting System, 
Mr Turner’s holding company, 
is lined with guns from the 
American civil war - Mr 
Turner is keen to show off his 
new Siam film. 

In his vast office on the 14th 
floor of the CNN Center in 
Atlanta, an office crammed 
with personal memorabilia, 
including silver yachting tro- 
phies, basketballs and a doll of 
his favourite admiral, Lord 
Horatio Nelson, Mr Turner 
presses a button and a large 
movie screen slides electroni- 
cally from the ceiling. 

As the clips of the Gettys- 
berg run its proud owner 
remarks on the absence of 
fashionable and gratuitious 
nastiness. 

“We made it in the old-fash- 
ioned way," says Mr Turner, 
owner of the MGM library, 
which Includes classics such as 
Gone with the Wind, Singing 
in the Rain and the Wizard of 
Oz. 

His enthusiasm for Holly- 
wood and feature films is 
unmistakable. In 1986 he 
bought MGM for $1 -5 bn and 
also took on 8500m in debt as 
part of the purchase price. But 
the financial strain of the deal 
forced him to sell most of 
MGM, including the famous 
roaring lion logo, leaving him 
with only the library. 

Now Mr Turner has mounted 
another attack on Hollywood 
with last month's $672m 
(£450m) agreement to buy two 
independent studios: Castle 
Rock, which produced hit films 


such as In the Line of Fire and 
A Few Good Men, and New 
Line Cinema, best known for 
lower budget pictures such as 
Teenage Mutant Ninja Turtles 
and Nightmare on Elm Street 

“I had to (buy back into Hol- 
lywood]. No question,’* said Mr 
Turner in sanguine mood the 
day after the Altanta Braves 
had unexpectedly beaten the 
Cincinnati Reds, making a 
place In the World Series more 
likely. 

“I have more than 3,000 old 
movies (from the MGM library) 
and no new movies except tele- 
vision movies. If you are going 
to be a big player you have got 
to have the product. Rupert 
[Murdoch 1 has got Twenthieth 
Century Fox studios," he says. 

Mr Rupert Murdoch, chair- 
man of The News Corporation, 
is Mr Turner’s bugbear the 
subject of Mr Murdoch creeps 
frequently into the interview. 

Mr Murdoch may have been 
one of the reasons why the elu- 
sive Mr Turner agreed to speak 
to European newspapers and 
magazines to coincide with the 
launch last Friday of his new 
satellite channel, TNT, largely 
based on the MGM library and 
the Cartoon Network. (The 
TNT/Cartoon Network is 
already beamed to Latin Amer- 
ica and Mr Turner is consider- 
ing extending it to Asia.) 

Mr Murdoch's skillful gener- 
ation of headlines with his 
promises to beam Sky News 
around the world and develop 
Star TV in Asia, seem to have 
caused irritation at CNN. After 
all, say Mr Turner’s staff in 
Atlanta, CNN is already broad- 
casting worldwide on 13 satel- 
lites and. on big story days 
such as the Middle East settle- 
ment, is viewed by as many as 
lbn people through satellite, 
cable and rebroadcast extracts. 

Mr Turner does not mince 
his words on Mr Murdoch. “He 
wants to conquer the world. I 
don’t want to conquer it I Just 
want to be one among many. I 
want to entertain and inform, 
the world," says Mr Turner 
with passion. 

Mr Turner is critical of The 
News Corporation chairman on 
three fronts: his decision to 
give up his Australian citizen- 
ship in favour of an American 
one so that he could own a US 
network; his eagerness to -go 
downmarket to increase sales; 
and Mr Murdoch’s political 
interference in his newspapers. 

“We all know Mr Murdoch 
would go downmarket at the 
drop of a hat and that’s some- 
thing we haven’t done. He has 



‘Their culture is great. I’ve been to Versailles’ 


also used his newspapers to 
promote his own political 
views and that is something 1 
don’t do [through CNN]. Every- 
one should have their say.” 
says Mr Turner, who has cam- 
paigned with his wife on envi- 
ronment issues and on reduc- 
ing the amount of violence on 
American television. 

“We have the sweeter stuff - 
its Yogi Bear," he says, point- 
ing to his tie depicting charac- 

PERSONAL FILE 

1938 Bom Cincinnati, Ohio. 

1963 Takes control of Turner 
Advertising Company. 

1970 Buys Channel 17 in 
Atlanta and in 1976 turns 
in Into 'Superstation* by 
going on satellite. 

1976 Buys Atlanta Braves base- 
ban team and, a year later, 
Atlanta Hawks basketball 
team in limited partner- 
ship. 

1977 Successfully defends 
America’s Cup In his yacht 
Courageous. 

1980 Launches CNN. 

1986 Buys MGM 
1991 Marries his third wife, act- 
ress Jane Fonda 


ters from The Flintstones, 
another old-fashioned favourite 
in the Turner library. 

“The easiest way to make a 
quick buck Is to go downmar- 
ket, to take off clothes, to blow 
someone’s brains out, to stage 
a car crash.” Mr Turner insists 
his programme channels will 
stick to “the high ground", a 
course that will, ultimately, he 
believes, prove the soundest 
business strategy. 

The only thing that cheers 
him up about Mr Murdoch is 
his age: Mr Murdoch is 62, 
eight years older than Mr 
Turner. 

“I’m a lot smaller than 
Rupert fin terms of business 
size) but Rupert Is a lot older 


than x am. According to the 
actuarial tables IH have 10 
years after he’s gone off If 
everything works out right" 

Whatever the age differ- 
ences. the pressure is on as the 
new breed of international 
media moguls compete to Inte- 
grate the production and dis- 
trubution of films and televi- 
son programes and beam their 
channels around the world by 
satellite. 

Mr Murdoch, Mr Turner and 
Mr Sumner Redstone's Viacom, 
owner of MTV the pop music 
c hann el and Nickelodeon the 
children's channel, are at the 
forefront of this race. Mr Red- 
stone has just staked his claim 
for such status with an $8bn 
bid for Paramount, one of the 
few Hollywood studios not con- 
trolled by an international con- 
glomerate. 

Is Mr Turner, who tilted 
audaciously but unsuccessfully 
at the CBS network in 1985 and 
then concluded a messy. 
Incomplete deal over MGM, 
now preparing to ride off In 
pursuit of Paramount? Last 
week he was dismissive of the 
possibility because of the costs. 
But there is growing specula- 
tion that Mr Turner, who 
shares with Mr Murdoch a vis- 
ceral feel for strategic deals, 
may be about to enter a ram- 
pant bid phase again. 

Shortly after after his mar- 
riage to Jane Fonda Mr Turner 
retreated to his Montana ranch 
where he breeds bison and was 
content to turn up at CNN one 
day a month. Now he is back 
and looking for action. 

Although Paramount would 
be an enormous target for 
Turner Broadcasting System, 
which last year earned net 
income of $77. 6m on revenues 
of $L77bn, the parent has pow- 
erful shareholders, who might 
provide support. They include 
John Malone of TCI, the 
largest cable operator In the 


world with an equally vora- 
cious appetite for Hollywood 
films, and Time Warner. 

While Mr Turner ponders 
whether to seriously go for a 
home run on Paramount he 
has encountered a little local 
difficulty In Europe, where the 
French and Belgian authorities 
are blocking his TNT/Cartoon 
Network on the grounds of 
insufficient European content 
Even the British government is 
starring to hint that satellite 
channels should carry more 
European programmes. 

“They’ve [the French] got 
this bee in their bonnet about 
French culture, they've got a 
great culture. I’ve been to Ver- 
sailles," says Mr Turner. 

Paramount aside, what does 
Mr Turner, who admits taking 
medicine for mild manic 
phases, still want to achieve? 

“Catch a 101b bass and win a 
World Series," he replies quick 
as a flash. And, of course, 
remaining happy to be known 
as Jane Fonda’s husband. 


Greenspan 
monetary 


T 


he most delicate ques- 
tion for central bank- 
ers is how quickly to 
start tightening mone- 
tary policy after an economic 
recovery gains momentum. 
Last week, a group of econo- 
mists led by Professor Allan 
Meltzer, the well-known mone- 
tarist from Carn egi e-Mellon 
university, accused the US Fed- 
eral Reserve of having delayed 
far too long already. 

Policy, they claim, is irre- 
sponsibly expansionary 
because narrow measures of 
the money supply are growing 
at double digit rates, far In 
excess of monetary demand in 
the real economy. The excess 
liquidity is pouring into finan- 
cial markets, artificially bid- 
ding up the prices of shares 
and bonds. Unless the Fed 
begins to tighten policy 
quickly, they say, the US could 
face an “asset price bubble" of 
the kind that destabilised the 
Japanese economy in the late 
1980s. 

Fed policymakers meet in 
Washington tomorrow for their 
regular six-weekly assessment 
of monetary conditions. Most 
will be inclined to argue that 
tears of a speculative bubble 
are exaggerated. In Ins Hum- 
phrey-Hawkins congressional 
testimony in July, Mr Alan 
Greenspan, the Fed chairman, 
echoed conventional wisdom 
when he argued that the rela- 
tionship between monetary 
aggregates and other economic 
variables, such as growth or 
inflation, had broken down. 

He was trying to explain 
why abnormally slow growth 
of M2, a broad measure of 
money, did not justify further 
cuts in interest rates. But his 
argument could equally well be 
used to justify not raising rates 
in response to exceptionally 
rapid growth of narrow mea- 
sures of money, such as the 
monetary base (currency plus 
banks' reserves). 

A glance at real estate mar- 
kets confirms that the US is 
sot suffering a Japanese-style 
bubble in asset values. It Is 
equally unwise to read too 
much inin movements of the 
monetary base: the currency 
component, for example, has 
been inflated by large foreign 
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ho ld in g s of dollar bills in Latin 
America and formerly commu- 
nist countries. Yet there is a 
kernel of truth In the charge 
that financial Institutions 
awash with liquidity are bid- 
ding up the prices of financial 
assets. To understand why, 
recall that monetary policy in 
recent years has had an impor- 
tant sub-plot: restoring the 
fi nan cial health of the US 
banking system. 

To raise bank profits, Mr 
Greenspan has deliberately 
engineered some of the biggest 
interest rate margins in US 
financial history. The Fed is 
pumping reserves into the 
banking system to keep inter- 
bank rates at the artificially 
low level of 3 per cent - zero in 
real terms. The cost of retail 
deposits has fallen to a deri- 
sory 2 per cent. But the Fed 
has put no pressure on the big 
banks to reduce their loan 
rates accordingly: the prime 
l ending is still 6 per cent rate 
and many short-term loans are 
far more expensive. 

Instead of competing to lend 
at cheaper rates, banks are 
enjoying high margins and 
ploughing cash into US govern- 
ment securities. After growing 
at a compound annual rate of 
nearly 20 per cent for three 
years, b ank holdings of govern- 
ment bonds stood at a giddy 
$700bn in June, roughly a third 
of their outstanding loans. 

The Greenspan policy has 
had a startling impact on bank 
finances. On the verge of bank- 
ruptcy at the end of the 1980s, 
US banka are now among the 
best capitalised in the world. 
Bank profits nearly doubled 
1992 and have risen further 
tins year. The average return 


faces 

test 


on assets has soared to 'report, 
levels. "It's a veiy, very gener- 
ous situation for the banks," 
muses Mr Leonard Santo*, a 
Wall Street bond market coni' 
mentator. “I’m not sura, we 
have ever had margins Uke 

this." 3 . 

Share and bond prices were 
bound to rise sharply as the 
economy emerged from reces- 
sion. But would long bond 
yields have fallen three P tes. 
centage points to the lowest 
levels in a generation without 
the extra push from banks? - 
And if bond yields had not . 
fallen so fast would the Dow 
Jones average have risen 
nearly 50 per cent from its 
trough in 1990? The Fed’s pol- 
icy of shoring up the banking 
system initially made seise.. 
But with profitability fully 
restored, continued largesse 
seems unnecessary- . 

R -tfging the cost of reserves 
for banks would make little - 
sense if the economy as a 
whole still needed a big mane-, 
tary stimulus. But does it? T fie ' 
recession formally ended more 
t han two years ago. Huge 
sions to statistics show __ 
the downturn was milder than i 
previously thought and the 
rebound stronger: economic - 
growth has averaged a respect- 
able 2.5 per cent a year since 
spring 1991, in spite of . weak 
export markets. Recent figures : 
for retail sales and production 
suggest the economy may cur- 
rently be growing at an annual 
rate of about 3 per cent More 
than 2m jobs have been cre- 
ated in the past 18 months. The 
jobless rate has fallen more 
than a percentage point to 6.7 
per cent, low by the standards 
of much of the buoyant 1980^^ 

The popular view is that thfcP* 
Fed does not need to tighten 
monetary policy because infla- 
tion seems under control; a 
spurt in prices in the spring 
has since reversed itself. Yet 
most forecasters still expect 
inflation to average 3 per cent 
or slightly more in coming 
years - hardly the price stabil- 
ity promised by Mr Greenspan. 
With the economy growing 
steadily and financial markets 
decidedly frothy, his policy of 
zero real interest rates is get- 
ting ever banter to justify. 
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E Germany’s first blooms 


M r Jftrgen Sarrazln. 

chairman of Ger- 
many’s Dresdner 
Bank, has com- 
plained that the European 
Community is not doing Its 
share in helping the integra- 
tion of the former East Ger- 
many. 

“Unfortunately," he said last 
week, “it is virtually taken for 
granted in Europe that the 
Federal Republic must deal 
with the economic integration 
of east Germany cm its own. 
Why should southern Italy, 
parts of Greece and. Portugal, 
and French agriculture be seen 
as European problems, while 
eastern Germany remains a 
purely German affair?” This 
could jeopardise pro-European 
sentiment in west Germany, he 
warned. 

From a factual point of view, 
of course, Mr Sarrazto’s moan 
is misleading. The Communi- 
ty’s farm policy applies just as 
much to east Germany as It 
does to France, and the same is 
true of the Regional Fund. 

On the other hand, it is easy 
to see why some west Germans 
should now have second 
thoughts about their original 
decision to treat economic uni- 
fication as a purely German 
affair The budgetary costs are 
turning out to be many times 
greater than expected by the 
daffy optimists (who included 
Dresdner Bank), and the 
results much qiore disappoint- 
ing, or at least much slower. 

In December 1988, Chancellor 
Helmut Kohl predicted that 
there would be “blooming land- 
scapes” in the eastern Lender 
within two or three years; but 
these blooming landscapes 
have yet to appear, and Mr 
Kohl’s words are daily held 
against him by the many distl- 
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lusionod people of the east. 

The main reason for disillu- 
sionment has been the steep 
rise in unemployment and the 
general collapse of east Ger- 
many’s uncompetitive indus- 
tries. Recent figures show an 
average unemployment rate of 
16 per cent If you add in job 
creation, career training, and 
early retirement or equivalent, 
the real total of the unem- 
ployed and the under-employed 
together is reckoned to be 35 
per cent or more. 

I recently visited the east 
German Under on a tour 
arranged by the Friedrich 
Ebert Foundation, the German 
think- tank associated with the 
SPD social democrat party. By 
and large the trip confirmed 
the seriousness of the eco- 
nomic problems of the east 
But it also suggested that the 
picture is not as unrelievedly 
bleak as the crude unemploy- 
ment statistics imply. 

In agriculture, as in indus- 
try. there has been a collapse 
In employment. In Mecklen- 
berg-Vorpommem the number 
of farm jobs has dropped from- 

180,000 to 25,000, in Branden- 
beig from 300,000 to 30,000. But 
we met one man who, virtually 
overnight, has been trans- 


formed from being an ordinary 
term cooperative member to a 
large-scale termer. 

In 1991 the 360 members of 
the co-operative in the village 
of Puchow received vouchers 
valuing their shares. In 
exchange for an undertaking to 
pay off the other members over 
five years, Detlef SQnboldt and 
a partner now term 2,800 hect- 
ares, on which they pay 
DM300,000 (£120,000) rent, and 
employ 31 members of the co- 
operative. No doubt the choice, 
and the change, were difficult 
for other members; but It 
sounds like a shrewd arrange- 
ment for the market economy. 

In Neubrandenburg, the big- 
gest industry tinder the old 
regime, the vast Warsaw Fact 
RWN tank repair centre, Is 
being broken up and priva- 
tised. Heinz Schewe, an 
employee of RWN, worked his 
way up from an apprenticeship 
in 1969 to an engineering 
diploma. In 1990 he and a part- 
ner bought out one of the RWN 
subsidiaries, on money bor- 
rowed from Commerzbank. 
The company, which makes 
al uminium frames and win- 
dows, now employs 80 people, 
and last year doubled its turn- 
over to DMISm. 

In the late 1980s, the GDR 
built a vast penicillin factory. 
But when It came on stream in 
May 1990, it became dear that 
it was totally uncompetitive, 
and it had to be dosed. "It was 
on much too large a scale,” 
says Manfred Pfeifer, the com- 
pany’s production director. 
“We were not ready for the 
free market - indeed, we had 
no market, once the state dis- 
appeared.” On the wreckage of 
the company, the liquidator 
built a 68-room hotel, which Dr 
Pfeifer Is now running, appar- 


ently profitably. 

One at the constant laments 
in the east is that the moderni- 
sation or reconstruction of old 
housing is being obstructed or 
even paralysed by disputed 
ownership claims. In Saxony 
they have settled 112,000 such 
claims, but that leaves nearly 

300,000 unsettled. In Dresden, 
the 40,000 outstanding nialrms 
have driven land prices so high 
that building costs are more 
expensive than in Munich. 

And yet there is no denying 
thp vigour of thp construction 
boom, confirmed both by the 
ubiquity of large building 
cranes and by the statistics: 
construction turnover in Sax- 
ony up 11 per cent this year. 
But what Is being built is not 
productive Industry. “The new 
companies coming here are not 
producers,” says Dr Pfeifer. 
“They are wholesalers, cash 
and carry, builders’ merchants, 
steel merchants, furniture 
warehouses.” He might have 
added: petrol stations, car 
showrooms, insurance compa- 
nies and banks (83 new banks 
in Dresden alone). 

Some analysts worry that 
the east is skewed in the direc- 
tion of consumerism and ser- 
vices, unsustainably dependent 
on budget transfers from Bonn. 
Yet perhaps the development 
of sendees and infrastructure 
are really the precondition for 
industrial investment 

But the most important task 
is the reconstruction of society: 
the weeding out of tainted 
judges and the introduction of 
good law, retraining of teach- 
ers. conversion of bureaucracy, 
education in politics. This will 
take a generation; and of 
course It is something that 
only the Germans can do, and 
they must do it by themselves. 
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ACROSS 

l Predecceasor leaving no 
traces around (8) 

5 Say what you like, it’s free! (6) 

9 They may be happy playing 
cards (8) 

10 A song from lolanthe, maybe 
(6) 

12 Load the vehicle and leave (5) 

13 Let off a gun - and lose a 
hand! (9) 

14 Back in ballet, Ted offered 
Swan Lake (8) 

16 Behave shiftily before 
embarking on the deal (7) 

19 Ended series, having 
exceeded time allowed (7) 

2i Smile when you ray that! (6) 

23 Craft likely to go uirier (9) 

25 Country offering the finest 
service (5) 

26 Standard a number consid- 
ered average (6) 

27 Part friends? (8) 

28 One has no reason to want It 
( 6 ) 

29 Man’s man, for Instance (8) 


DOWN 

1 Pretend to have influence on 
events (8) 

2 Scotsman goes up to join uni- 
versity 0) 

3 Shots of Surrey opener stir 
the Oval (5) 

4 Late deliveries outstanding CD 

6 Accommodation far top peo- 
ple?©) 

7 A theatrical number (&) 

8 Beaten by Noah’s son and 
only daughter (8) 

11 Goddess, one’s double (4) 

15 Scold or nag: matter for put- 
ting straight (9) 

17 Find a shoe badly made (9) 

t8 Inferior numbers? (3# 

20 A hard thing to catch (4) 

21 Folds when credit becomes 
derestricted (7) 

22 Profession has ran rapidly 
out of control (0 

24 Twice decorated peer? (5) 

25 It's about time I am in credit 
with rising account (5) 


The solution to last Saturday’s prize puzzle will be published 
with names of winners on Saturday October 2. 
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